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Worcestershire County Council is aiming to become an excellent commissioning authority. This will mean that the council's role will be to identify the need for a service, whilst recognising the needs of the community and determine exactly what the service must achieve and the best way for this to be delivered. 

As part of, FutureFit, all projects will go through the commissioning process outlined below. All services will be commissioned in line with the Council's vision in terms of becoming a strategic commissioner. Services that will not be commissioned include the following: the commissioning process itself and other regulated services including Social Care Assessment and the Democratic process
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This Recommendations report forms part of the Design phase of the Commissioning cycle, replaces the Outline Business Case as part of the project management framework and sets out the timescales and governance of the project.  
1. Background
Following service restructure and base budget removal, this is the ideal time to consider the best governance model for the future of Worcestershire Youth Music (WYM) to ensure it is fit for the future.  This Recommendations Report proposes a direction for WYM which would see WCC break new ground in ‘spinning out’ a service, following the Cabinet Office’s methodology.  The management of WYM is currently being trained by the Cabinet Office’s Mutual Information Service in how best to ‘spin out’ and feedback from the course providers has been very positive.  This report explains how this proposal has been reached and why we believe it is a positive move, both for WYM and for WCC.   

Research has shown the benefits of music education for educational attainment and behaviour, self-esteem and social skills.  This was the thinking behind the National Plan for Music Education (NPME), launched by the Government in 2011 which stipulates that every child age 5-19 should be given the opportunity to learn a music instrument, to sing regularly, to join an ensemble and to progress with their learning.  The NPME would be put into practice through the formation of Music Education Hubs, involving partners working together to deliver high quality music education.

Worcestershire Youth Music (WYM) is the lead organisation of Worcestershire’s Music Education Hub.  WYM provides music tuition (one to one, small group, whole class and in area music centres), performance opportunities (including an annual concert at the Symphony Hall, Birmingham), instrument hire and other music education to pupils in Worcestershire. This growing service currently impacts on 8-10,000 children and young people.  As the lead organisation for the Worcestershire Music Education Hub, it has a government/Arts Council England remit of delivering the National Plan for Music Education (NMPE) in Worcestershire. The impact of this is subject to scrutiny and evaluation by OFSTED and ACE.

WYM currently has a budget of £1.9m of which £738k is Arts Council England (Government) Grant and the remainder is traded income. The service no longer receives Base Budget from WCC.  Total savings made in the last 5 years are in the region of £650K.

As a result of financial reductions, the service has transformed into a more commercial operation. The service has also developed and implemented innovative approaches to deliver more for less. A whole service restructure made substantial savings and introduced more flexible staffing and deployment from January 2014, but the fundamental governance of the service has remained the same.  The long term sustainability of the service is dependent upon its ability to expand commercially, to continue to develop innovative approaches to its delivery and organisation and to develop business partnerships in order to attract investment and deliver a progressive and vibrant music education experience to increasing numbers of young people as set out in the National Plan for Music Education, ratified by OFSTED and ACE.  

That National Plan brought along new requirements for music services to make music education much more responsive, flexible, and appropriate for all young people so that they can all be given the opportunity to learn music and to gain the benefits for their social and educational development.  
The challenge, of reduced finances and greater service reach, needs to be met by a service which can innovate, respond quickly, be commercial, but also be community driven.  

WYM has an exciting future ahead, leading the Worcestershire Music Education Hub, working more closely with arts organisations across Worcestershire and beyond and providing an accessible service for the county’s young people.  It has ambitions to develop its offer and its role, as both deliverer and broker, beyond young people, beyond music and beyond the county boundaries.  The right governance model can enable this to happen.      
The Commissioning Cycle process has come at an ideal time for WYM, to ensure it can build on its current solid base and develop the most appropriate governance for the service, and its remit to lead Worcestershire’s Music Education Hub, into the future.
2. Corporate Prioritisation & Needs Assessment - Summary of key findings
Exciting plans for the future governance of WYM mean that the Corporate agenda to design the right service to deliver outcomes that meet need can be fulfilled.  This Recommendation is not about ‘making do’ with tighter finances, it is instead proposing an innovative future for WYM, of which WCC can be proud. The BEC Directorate and Culture and Community Head of Service Plans required Worcestershire Youth Music to remove all base budget by 2013, which was achieved, but future sustainability in a competitive marketplace is now a strong driver for finding a new delivery model for the service.    Improved Educational Outcomes is a key priority for WCC, and high quality music education can certainly contribute to this, as explained in the Needs Assessment.  
The Needs Assessment (Appendix 1) found the following key themes:   
· the need to grow the provision of music education to ensure all young people have the opportunity

· the need to develop new income streams and increase earning potential to ensure long-term viability of the provision of high quality music education

· the need for better communication/marketing of existing opportunities
· the need for greater networking and connecting people and organisations together, particularly joining up the offer for young people

· the need for music education to be responsive to the requirements of schools, and
· the need to consider how best to ensure inclusivity on grounds of finances and specific need, including in special schools and short stay schools (this may include finding ways to increase funding through other means (sponsorship, grants etc))  
Since September 2014, with a new Service Manager in place, WYM is already making good progress against these themes, but would be far better equipped to do so with the appropriate governance model in place.  
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3. Service Specification and Outcomes
The Needs Assessment’s wider research paper included recommendations for delivery priorities for the Music Service and Music Hub, based on its key findings.  These priorities, together with plans made by the new Service Manager since September 2014, have been developed into the new Business Plan 2015/16 for the Music Service, in its role leading the Music Hub, as submitted to the Arts Council.  This business plan is Appendix 2:
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Together, these priorities and the Business Plan, form the service specification.  
Service Specification - Assumptions for the Music Service/Hub:

· That no base budget will be reinstated

· That the Service must be able to develop its earning potential beyond its current traded income and plan for the possible withdrawal of the Arts Council grant in future years
· That the Service will lead the Music Education Hub and form productive partnerships for the benefit of all children and young people in Worcestershire
· That, as lead organisation of the Hub, the Service will be a key instigator and catalyst of new programmes and initiatives and a significant player within the arts community 
· That the Service will diversify its offer, to reach more audiences than just children and young people and to expand its offer beyond music and into brokering for arts and culture
4. Market Stimulation & Testing

The Needs Assessment (Appendix 1) includes information about which providers for music education exist within the county.  A large table of current providers of music education for young people is included in the wider research paper.  It is not exhaustive but does give a good sense of what provision exists that can complement and work with Worcestershire Youth Music, who have no competitor of the necessary size to lead Worcestershire’s Music Education Hub.  The nature of Music Hubs is not about choosing one provider, it is about providing a menu of opportunities for young people.  It is important that the Service has a governance model which allows the networked Hub concept to flourish.
Non-music providers 

As well as considering existing music providers, there may be a wider market for provision of music education.  This may include private sector bodies taking on the music service as one of several WCC services; it may also include existing music services in other localities or charities wishing to take on the music service and extend their brief.  In these scenarios, the music service would be ‘transferred out’ by WCC (tendering is not an option as there is no base budget to tender).  Appendix 3 provides a more detailed analysis of this option:
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Some examples of the governance of other music services regionally are shown here:  
External to LA:
Herefordshire
Encore Enterprises is a Community Interest Company – small board of directors (3), including one who is also executive.  Works with Music Education Hub advisory board representing wider stakeholders. Little earned income, no LA financial contribution. 
 
Northamptonshire Music and Performing Arts Trust 
Registered company with charitable status. Delivers music and performing arts. Became independent of LA in May 2012. www.nmpat.co.uk The board is made up of 8 trustees.
Company objects are:
         to advance education within the framework of the arts for the benefit of the public of Northamptonshire and elsewhere; and
 
         to advance the arts and culture for the benefit of the public, particularly but not exclusively, by promoting and facilitating access to and performances of music and other art forms; and
 
         to provide for the recreation of children, young people and adults for the benefit of the public by providing facilities and services to them in the interests of social welfare with the object of improving their conditions of life. 
 
 
Birmingham:
Services for Education – www.servicesforeducation.co.uk – music service, health education and learning and assessment services. Company with charitable status. Has a chief executive (former LA senior manager in education, was also a former music service head), and 4 heads of services (inc. head of learning technologies). Board of 6 trustees includes director of education and commissioning at Bham City Council, a professor of education and a head teacher. Chair is a partner in Wragge and Co (large law company in Birmingham).  Objects:
 
· the advancement of education, particularly through the promotion of high quality  teaching and learning;

· the advancement of the care, safety and upbringing of children and young people by: supporting and assisting those in need, their families and carers; promoting their health; and advancing their education;

· the advancement of the arts and culture, particularly through the promotion and teaching of music.

Sandwell: 

www.sandwellips.org.uk Music service is one of several former LA services to education, including teaching and learning advisors, catering, governor services, health and safety, school library service and workforce development.  As the company is a co-operative and liable to VAT, the decision was taken that the Music Education Hub grant remains with the LA who commission the music service as part of Sandwell IPS to lead the hub. New website for the hub is www.sandwellmusic.org 
 
Staffordshire:

lead org now Entrust – a joint venture profit making company of Capita (51%) and  Staffs County Council (49%)
www.entrust-ed.co.uk 

Shropshire:

are planning to ‘spin-out’ as a consortium of Council support services as a wholly owned company, by September 2016
 
Coventry:
are planning to ‘spin-out’ for September 2016, as a company with charitable status

Warwickshire

are also planning to ‘spin-out’ for September 2016, as a company with charitable status
Dudley:

are planning to ‘spin-out’ but not until Sept 2017 at the earliest due to major Council restructure and some political opposition
No plans to externalise currently:
 
Telford :

music service is part of cultural team, fairly newly established after previously using Shropshire MS. So close links with community arts and cultural education mean that MEH provision is part of a wider cultural offer to schools, strong emphasis on Artsmark, Arts Award etc. Strong history of raising external funds, but fairly low traded income. Ian Thomas is lead for the MEH, with a separate operational manager for the music service. So Ian also chairs the MEH steering group. Schools representation is strong on the group.
 
Walsall:

music service is part of Forest Arts, a community arts organisation and centre where many all age arts activities are offered. Strong LA support. 
 
Solihull: 
music service activity was steered by music advisory board, before MEH funding started. LA councillors take an active part, as well as school representatives. Chair is head of school improvement for the LA (music service line manager). No LA core funding now.

Wolverhampton:

No plans to externalise

(NB: These 4 are all smaller services (and some still have LA funding) and so potentially viability is a factor here).
5. Recommendations

Taking into account the recommendations made in the needs assessment (Appendix 1), the service specification and the market testing, the following options have been considered:
1. WYM to remain in WCC, leading the Music Hub as a partnership
2. Tender out the music service/Hub or Transfer the Business (either on its own, or as part of a bundle of services) 
3. Independent Music service; a Company Limited by Guarantee with charitable status, leading a partnership Hub 
4. Independent Music service, a Company Limited by Guarantee with charitable status, through joint alliance/merger with another not-for-profit music organisation in a neighbouring/close authority (eg: Herefordshire Music Service – Encore), leading a partnership Hub 
5. Independent Company Limited by Guarantee with charitable status with a wider cultural/performing arts brief, and leading a partnership Hub 
Appendix 4 – Options Appraisal – provides detailed analysis of the pros and cons of each of these options.
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The critical success factor for the future governance of WYM has to be the ability to be sustainable in the long-term, with the best potential for commercial growth and resilience to offer a high quality service.  By assessing short and long-term financial viability, access for children and young people, fit with Corporate Plan, risks and quality, this options appraisal finds that the charitable company options have the best chance of meeting this critical success factor and there is a growing body of experience from other music services with this operating model.
Options summary

Option 1 - no change – This option is not recommended as it carries high risks around the future financial sustainability of the service, does not align to the corporate ambitions of WCC and does not enable the service to adapt and expand in a changing marketplace.  

Option 2 - tender or transfer of business – This option is not recommended as it carries too many high level risks around the market for such a service. This is because there is no revenue budget in WYM for WCC to tender.  It would instead be a transfer of business, but all the liabilities of the service and restrictions on the use of the Arts Council England grant, as well as experience elsewhere now being reviewed, mean that it is highly unlikely there would be a market for such a transfer.  

Option 3 – creation of an independent music service, a Company Limited by Guarantee with charitable status – This option, along with Option 5, carries the least risk for both WCC and the service in the long term. There are short-term costs in the establishment of an external service, but the longer-term financial and quality of service benefits, due to the ability to react fast, reduce large overheads and access new income streams mean that this option is considered as the most beneficial for WCC and the service.  It is not, however, recommended at this time due to its more narrow focus. 

Option 4 – creation of an independent music service through joining up with another Music Service, a Company Limited by Guarantee with charitable status – Although this option has many of the benefits of option 3 and 5 it is not recommended at this time as it is unlikely to develop structurally in the near future due to the very different business models in operation in Herefordshire (and other counties already having partners).  However, it should not be off the cards for the future. 

Option 5 – creation of a Company Limited by Guarantee with charitable status with a wider cultural/arts brief – This option is recommended for progression as it is innovative in its ambition for the service and yet carries the least risk for both WCC and the service in the long term. There are short-term costs in the establishment of an external service, but the longer-term financial and quality of service benefits, due to the ability to react fast, reduce large overheads and access new income streams mean that this option is considered as the most beneficial for WCC and the service.

Recommended Option

The Recommendation is for Cabinet to approve progression of Option 5, with Option 4 to still be a possibility in the longer term.    

For Option 5 to be successful, there are some key issues to agree with WCC.  A separate report, Appendix 5 - ‘Future Governance of Music Service – Key Issues’ makes the case for redundancy indemnity, pensions guarantee and a repayable loan at a competitive rate or working capital to cover cash-flow in the first few months, as well as asset and reserve transfer.  These issues will all be debated at Full Business Case stage, subject to in principle approval to Option 5 in September 2015. 
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Why should WCC support Option 5?

Music services nationally are changing dramatically, as can be seen from the examples above.  Reduced finances, a more competitive market-place, and national policy developments all require a new direction for what have been quite traditional, steady services in the past.  The Options Appraisal shows why, if WYM were to stay within WCC now, it would not be able to react fast or develop commercially and this would most likely mean the deterioration of the service, with expensive redundancy costs and a loss to the children and young people of Worcestershire, reflecting negatively on WCC.  Conversely, if WCC supports WYM to ‘spin out’ successfully, it can be confident of putting in place an innovative and robust solution for the future of music education, and all the benefits socially and academically that brings to young people in the county.  WYM is the only Music Service being trained by the Cabinet Office’s Mutual Information Service (MIS) in how to create a successful business model for a ‘spin out’ – WCC is therefore leading the way and can offer the results as a best practice blueprint to others.  (David Perkins, Chief Executive of S4E in Birmingham, a ‘spun out’ body which includes the music service and which is doing well, says his only regret is not requesting support from the MIS before they left the local authority).  MIS feedback to WYM so far is very positive – they believe there is a strong business model here that can flourish in an independent set-up, and they are guiding and challenging the service to do more and do better as it proceeds along this path.  MIS emphasise that strong leadership and the ability to develop the right culture in the service is critical to success.  In September 2014, a new Service Manager was brought in to WYM to change the culture from within, whilst retaining what worked well.  Bringing with him experience of turning around both Sandwell and Coventry music services, and of leading the West Midlands regional Hub development, he is making those changes and the team are taking national leads on projects such as the BBC’s ‘Ten Pieces’ as a result.  WYM can thrive in the right governance model, and the reputational enhancement to WCC from this Option would be significant.  The exploration of how the service might provide a wider arts offer comes at an exciting time when WYM is working more and more closely with the Worcestershire Arts Partnership – a network of 80 arts organisations providing a high quality arts offer across the county. 
Benefits to service users and WCC of Option 5
	Benefit
	Why?
	By when?

	Reputational
	WYM is the only Music Service being trained by the Mutual’s Information Office in how to ‘spin-out’ successfully.  They are impressed at WYM’s business model and plans for development.  WCC is developing a best practice blue-print for others, enhancing the reputation of the council’s Elected Members as proactive facilitators of such ‘spin-outs’ 
	Immediate

	
	Government spin-outs have a positive track record of business success:

In the first 3 years, of 70 government spin-outs:
· turnover increased by 15% 
· contracts delivered increased by 29%
· predicted annual growth rate of 10%
· absenteeism fell by 20% 
· staff turnover fell by 16%. 
	3 years

	
	National examples of spin-outs prove that leaving LA control enables services to be much more competitive; able to react fast, reduce significant overheads, access income streams currently unavailable within LA.  Staying in-house risks not sustaining or growing music education for Worcestershire’s young people due to lack of competitive edge.  WCC has the opportunity to enable WYM to thrive.
	3 years

	
	Improved outcomes for children and young people: Increased operating flexibility will allow a more responsive reaction to schools` needs resulting in greater pupil impact, including targets to double current reach of service to 18,000 pupils, engage with all schools, provide whole class tuition to 75% of schools and have a 60% continuation rate
	3 years

	Reputational and Financial
	To lead the Music Hub in response to the National Plan for Music Education (NPME) an organisation has to be of sufficient size and infrastructure to have capacity.  An in-house service unable to develop competitive edge in any LA context would allow the private market to erode its capability and size, making it unable to continue to act as Lead organisation for the Hub.  This would mean removal of the ACE grant, meaning reputational damage, a diminishing service and redundancy.  NPME runs until at least 2020 and Option 5 would enable WCC to set the conditions, instead, for the service to flourish as Hub lead, a robust solution for children and young people.  
	3 years

	Financial
	Capping of liabilities (pension and redundancy) at the point of transfer would mean reduced financial burden for WCC.  Redundancy more likely if service stays in-house; so Option 5 prevents financial costs 
	Sept 2016 (At point of transfer) and increasingly over time

	Meets Fit for the Future Corporate Plan
	Option 5 would follow the corporate plan to ensure WCC only delivers core services in-house where there is a case to do so, finds the right model for future governance and reduces the workforce.

Option 5 follows the principles of Act Local; creating an independent Worcestershire Trustee led Company Limited by Guarantee with charitable status
	Sept 2016 (At point of transfer)


What would Option 5 look like? 

Legal Forms: There are two main models to be considered for the independent body; a Company with Charitable Status or a Community Interest Company.  Following the guidance on the Mutuals course, although WYM is not proposing to set up as a Mutual, it would wish to embed many of the principles of greater staff involvement.
Company with Charitable Status: 

· A company limited by guarantee with no shares

· Not-for-profit organisation with tax breaks (rates relief, no inheritance or corporation tax, the possibility of gift aid on donations)

· Scrutinised by Charity Commission

· Trustees would be volunteers, initially recruited by WCC

· Music Service manager would report to Trust Board

· Subject to VAT, although structured lessons would be exempt (true educational value)

· Can trade in furtherance of objectives (art, education, recreational, health)

· Would need trading subsidiary especially for any non-charitable trading above £50k p/a (e.g.: sponsorship)

· Well known governance model

· Maximum access to trust, foundation and public funding

Community Interest Company (CIC):

· A company, but Directors need to ensure community benefit and there is a lock over its assets so that they are safeguarded for the community purpose

· Social enterprise brand

· Trading arm not needed, but could have a charitable subsidiary (donations etc)

· Low regulation from the CIC regulator

· Employees can be directors

· No tax breaks or gift aid (possible to get business rates relief) so corporation tax is paid

· Subject to VAT, although structured lessons would be exempt (true educational value)

· Low public awareness and possible less public trust than a charity?  May affect funders?

These two models were discussed at a Music Education Hub Management Council, with schools representatives present, and, without proper legal analysis, the preference was overwhelmingly for a Charity – a company limited by guarantee with no shares.  This was based on perceptions and experiences of those present.  A Charity does offer greater potential for public trust and interest, and the appropriate scrutiny, which WCC would want to be assured of, were it letting the service go.  An externally produced report on tax and VAT issues (see below) also concluded that a company with charitable status would be the most appropriate legal form.  

One possible way forward would be to follow the Northamptonshire model and create a company limited by guarantee with charitable status and with a subsidiary that is a community interest company.  The subsidiary would carry out a variety of profitable trading activities and would then covenant profit back to the charity, providing additional income.  All assets can be locked into the charity and subsidiary to ensure they are only used for community or charitable purposes.

Purpose

The purpose of the company with charitable status would need to be established.  Consideration could be given to adopting similar objects to those of Northamptonshire and Birmingham:

· to advance education within the framework of the arts for the benefit of the public of Northamptonshire and elsewhere; and
 
         to advance the arts and culture for the benefit of the public, particularly but not exclusively, by promoting and facilitating access to and performances of music and other art forms; and
 
         to provide for the recreation of children, young people and adults for the benefit of the public by providing facilities and services to them in the interests of social welfare with the object of improving their conditions of life. 

or

· the advancement of education, particularly through the promotion of high quality  teaching and learning;

· the advancement of the arts and culture, particularly through the promotion and teaching of music.

These objects are generic enough to allow, for example, the current provision of music education to young people to grow and embrace adults too.

Plenty of examples could be explored at Companies House to avoid reinventing the wheel but ensure the right objects for Worcestershire.

Accountability

WYM would be accountable to the Board of Trustees.  The Trust would be accountable to the Charity Commission and to its funders – primarily the Arts Council – and subject to the terms and conditions of their grant.  There would be no formal accountability to Ofsted.  Music Education Hubs have recently been asked by Ofsted to have challenging conversations with schools and to raise the bar for music education within schools.  Ofsted, however, have no statutory remit over the Hubs and the Hubs have no statutory remit over schools.  Hubs need to be very influential in delivering music education, and can use the support of Ofsted to drive home this message with schools.  

Trustees

The Board of Trustees would need the requisite skills to lead the Music Education Hub and operate a trading arm, considering skills and experience in music education, local authority services, schools, young people, law, finance and business.  The County Council would recruit the initial trustees and the body itself would recruit the rest.  The recruitment process would be thorough.  Trustees would be volunteers.    
If the Trust wished not to be classed as local authority controlled, County Council representation would be limited to 19% of the Board membership in either model, or no more than 19% of the vote.  This applies to anyone on the Board employed by the LA.  

Should WCC be successful in its 2015 application for a Music Hub grant for 2016/17+ then this grant would transfer to the independent body. They would then be the decision makers for the use of the Hub grant and the development of the Hub and would make any future grant applications.   
What extra work has been carried out to ensure this is a viable option? 
1. Lessons Learned – ‘Stepping Out’ is a private organisation advising spin-outs with links to the Cabinet Office.  Having been given the detail of WYM’s governance proposals, they are positive about the approach being taken and the work that has been done in preparation for Cabinet.  A recent publication, ‘On with the Show' produced by the New Local Government Network (NLGN) cites Northamptonshire as good practice for a spin-out from the local authority.  Northamptonshire Performing Arts (NMPAT) had arrangements in place which has allowed it to develop and succeed as an independent music organisation since 2012.  The Chief Executive of NMPAT has shared his thoughts with us, as has the Director of Encore, Cliff Woollard.  Neither would wish to return to LA control.  They feel they can be fleet of foot in an independent set-up and have provided some useful advice on pitfalls to avoid.  
2. VAT and Tax – Detailed VAT advice was tendered and procured from Bishop Fleming (see Appendix 6 – Tax and VAT report).  The VAT amount for an independent service is predicted at c.£60k.  Other possible VAT costs have been explored and discounted, with legal advice.  Tax is payable by a community interest company, but not by a company with charitable status.  20% of business rates may apply to a charity, but relief may be given, depending on the discretion of the landlord.  
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3. Pensions – Business Support staff are in the Local Government Pensions Scheme (LGPS) whilst the majority of staff are in the Teacher Pension Scheme (TPS).  No problems are envisaged with the new body being accepted as an admitted body to the LGPS.  The annual cost of this to WYM could be predicted as being an extra 1-2% (or £884) on pensions.  2% has been factored into new running costs.  However, with the TPS, there is some complexity.  Recently changed pension rules mean that, from April 2015, only a ‘function provider’ can be eligible for membership of the TPS.  Specialist external advice was taken from Ivan Walker, pensions specialist who has advised other music services.  He has provided excellent advice on ensuring that an independent music service could qualify as a Function Provider. However, entry to both schemes requires a bond or guarantor.  This is one of the key issues raised in Appendix 5.
4. Transfer costs and Running costs – Detailed work has been carried out on the financial viability of an independent service – these are referenced in the Options Appraisal. 
5. Cash-flow – An independent WYM would have an initial cash-flow problem due to staff being paid before service users (schools/parents) pay WYM.  It is recommended that a start-up loan be requested to cover the first few months of operation.  This is one of the key issues raised in Appendix 5.
6. Establish ownership of assets such as instrument stock –   recommend that the instrument stock held by the Music Service be transferred to the new company for nil consideration to ensure that the children and young people who currently borrow instruments are able to continue to do so. The insurance value of the stock is in the region of £1.5m but it is suggested that this is not a true value for the Council as this sum could not be realised if the instruments were sold. If the company does not receive these assets it is unlikely to be able to function effectively and it is felt that this exercise is not one where the Council should be seeking or expecting a financial windfall as a result of the transfer. It would be possible to include a provision to ensure that the assets are not capable of being sold on the open market unless the receipts of sales are applied to a similar purpose.
Appendix 7: Risk Log for Option 5
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7. Outcomes

Detail what outcomes will be achieved a result of the implementation of the above recommendations. How will the outcomes be measured?
1. Increased operating flexibility will allow a more responsive reaction to schools` needs resulting in greater pupil impact. The performance  

    indicators would be:

· 2,000 additional pupils impacted upon annually until a target of 18,000 pupils is reached –double the current figure
· A 5% annual increase in the number of schools engaging with the service until a target figure of 100% is reached by 2019

· Achieve  an annual 10% increase  in Play to Learn take-up by schools until a 75% target is reached by 2019  

· Achieve an annual 10% increase  in continuation from the First Access offer until a 60% target is reached by 2019

2. The new business model of the independent organisation will allow access to a range of financial opportunities:
· Maximise impact from Gift Aid donations

· Identify new income streams available to charities with a view to raising at least £150,000 annually from external non-traded income

· The secured long term future of the service will ensure that Arts Council England would retain its confidence in the secure investment of the Music Education Grant   

3. The move to independence from WCC will enable closer partnerships to be formed with a range of significant partners:
· Joint strategic developments with the Elgar School of Music    

· Deliver vocal strategy in partnership with Armonico Consort who will invest £75,000 of funding in the singing strategy
· Establish Instrumental Workshop as service able to serve other LAs and improve its commercial performance

· Maximise business opportunities arising from the formal partnership with the University of Worcester  

· Establish relationship with supply teaching agencies in order to maintain continuity of provision when WYM staff unavailable 

8. Implementation and Project Plan
How is it recommended the preferred option(s) are implemented? Who is responsible for the implementation?
.  

Should Cabinet approve Option 5, a timetable for implementation is shown below as Appendix 8: 
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A Steering Group for this project, supported by and linked directly into WCC’s Commercials Team, is leading the delivery of this project.
Communication and Consultation:

The table below is a summary of the communication and consultation carried out to date.
	Date
	Activity
	Who

	December 2013 - January 2014
	Unions and staff and Music Education Hub Management Council were made aware of the development of Governance Options for the future of WYM
	DB, CF

	12 February 2014
	Governance Options report, which highlighted outsourcing as a possible future for the service, was shared with Unions and staff and their views were sought on the proposals so far.  

In summary,

· Concern was expressed about the ability of an external body to financially sustain eg: pensions

· Some music staff had concerns about other external models that they felt had failings

· Some staff felt that this could be a positive move for WYM to be freed up and fly on its own

· Unions concern that this exercise was a ‘done deal’ due to the Commissioning Council approach
We responded to all these points and agreed that more work was needed on the finances in particular, and on learning lessons from others too


	DB, CF

	26th February 2014
	Schools were all invited to attend a twilight session about the new Schools Music Education Plan and about possible governance changes.  C.30 schools were represented at the evening.  DB gave a brief presentation and shared a briefing note about the exploration into governance options.  Views were sought on the evening and by email afterwards.  Discussion on the day but no further responses were received afterwards.
	DB, CF

	February 2014
	The Music Education Hub Management Council reps were asked for their views on the proposals so far.  Without knowing all the detail, the schools present felt that this could be a positive move and that a charity was a preferred model to anything that appeared to be a profit making enterprise.
	DB, CF

	September 2014
	TJ clarified the direction of travel (i.e.: serious exploration taking place into an independent WYM) to all staff at Inset day
	TJ

	May 2015
	TJ and DB met with Unions to present the analysis so far and the most likely recommended option.  
	TJ, DB


Future plans for communication and consultation include 
· briefing staff on current progress at their Inset day’s training in September 2015.  TUPE consultation would happen later in the process, as per the implementation timetable 
· discussion will be held with schools in order to shape the development of the recommended option
· discussion will also be undertaken with both formal and associate Hub partners on what the implications of the spin out are for their relationship with the Lead Organisation of the Music Education Hub and for the service to be able to respond to concerns and suggestions that are offered.   

The benefits of the discussion with schools and Hub partners will not only provide answers to FAQs but to also enable the service to build on the earlier needs analysis and learn of the full range of needs of its customers and partners and incorporate additional programmes to its offer where appropriate.
9. Appendix 9: Equality Impact Assessment 
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Evaluate – start by involving and listening to customers, researching all available information to identify priorities and consider the delivery options about how best to meet the outcomes required.





Design the service specification giving further consideration to how best to deliver the outcomes required.





Source the best provider for the customer at the best price for the tax payer. 





Review the performance of the provision by checking its delivering against quality standards, take action when needed.
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Appendix 3



Worcestershire Youth Music - Market Intelligence Report 

April 2015



What would the offer to the market be?



WYM has a budget of £1.9m, funded by Arts Council England Music Hub grant (£0.7m) and traded income with schools and parents for music tuition.  There is a nil base budget for this service.



The Arts Council grant runs until March 2016.  In Autumn 2015, bids for the next round of 3 year funding will be made.  Any organisation can bid for Worcestershire's grant – this is not restricted to local authorities.  The grant is awarded to the lead organisation of the Music Education Hub.  WCC cannot retain the Music Education Grant unless the Lead Organisation is still under Council control.  The Music Education Hub is a collection of partners working together to provide a better deal for children's music education and the Arts Council grant is received on the conditions of delivery against the National Plan for Music Education.  



Any offer to the market would therefore not be a procurement for services (given the nil base budget position), but a sale of the business and the income streams from schools and parents.  There would be an accompanying transfer of liabilities, including transfer of c.43 FTEs (100 staff) under TUPE.  The Arts Council grant would not be part of this arrangement, but a provider would have to bid for the grant separately and could only use it according to Arts Council conditions.



External market – Local Authority providers



There are 14 Music Services in the West Midlands region:



· Four Music Services have already moved to different delivery models e.g. charitable or community interest company/spin-off arrangements (Staffs, Sandwell, Birmingham, Herefordshire)

· Five local authorities are currently exploring the transition towards different models of delivery (Coventry, Warwickshire, Shropshire, Dudley, Worcestershire)

· Five local authorities are not engaged in active discussions about alternative arrangements (Telford, Solihull, Walsall, Wolverhampton, Stoke)



The 14 Music Services in the West Midlands region work closely in an effective partnership.  In terms of appetite to take on services across local authority borders, none of the 14 services have expressed any interest in this option.  Due to the nature of the service, it could not be run remotely, and any provider would need a local base.  It is not cost effective for a music service some miles distance to deliver in Worcestershire.  To deploy staff that have to travel long distances costs money, as does managing staff who are a distant outpost. Further, the business models of other spun out services are too diverse to be accommodated into one organisation.  Herefordshire has a distinctly different approach, does not directly employ most of its staff and trades at £10 an hour less than Worcestershire do.  Birmingham has a model based on STP and C and trades £10 an hour more than Worcestershire.  The final reason is one of capacity.  A smaller spun out service would simply not have the capacity to take on a large service operating across a large county. 

There is a significant appetite across the region for collaboration and partnership working; however, the liabilities associated with the "lead organisation" role (i.e. TUPE and pension liabilities) mean that there are no other regional music services who have expressed an interest in formally taking on another local authority area's music service. 



External market – other providers - local



Other relevant organisations locally are as follows:



· Elgar School of Music

· English Symphony Orchestra

· University of Worcester

· Malvern Theatres



These organisations are all current partners in Worcestershire’s Music Education Hub and are therefore able to achieve their aims in relation to music education through this partnership arrangement.  There is no interest from any of the organisations in becoming the lead organisation of the Hub, given the liabilities which this role would come with, and the lack of a sufficient benefit to outweigh these risks.



External market – other providers – national



[bookmark: _GoBack]There are no examples of large private sector organisations (Capita, Serco etc.) either taking on, or expressing an interest in taking on, Music Services from a local authority (outside of wider joint venture agreements such as Entrust in Staffordshire).  The reality of the market is that Music Services do not present the opportunity for profit generation which these types of organisations would be looking for.  The conditions of the grant would be viewed as too onerous to be attractive to the market, and there are no precedents of grant award to this type of organisation.  The customer/income base would also be a source of uncertainty and risk to an alternative, profit-driven provider, as there is evidence that schools, which make up the large part of the customer base, may choose not to buy services from this type of provider.



There have been examples of larger arts organisations bidding for the Arts Council grant – for example, The Sage Gateshead bid for the grant for Gateshead and Newcastle – but there are no examples where grant has been awarded to an organisation of this type.  For example, in the case of The Sage Gateshead, the Arts Council judged that the organisation did not have the full range of expertise and track record which it would need to meet the conditions successfully.  This would be a major barrier to any outside provider taking on the role of lead organisation for a Music Hub.



Conclusion



The review of the market detailed above demonstrates a lack of appetite from the external market to take on the Music Services from the County Council.  At the heart of this is the fact that the potential reward of taking on the services (the income potential from schools and Arts Council grant) are not sufficiently certain/too risky to outweigh the liabilities of the transfer of staff under TUPE.  As there would be no contract with Worcestershire County Council, the potential certainty which would be offered by an income flow direct from the County Council is not present in this case as an incentive to alternative providers in the market.
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Worcestershire County Council is aiming to become an excellent commissioning authority. This will mean that the council's role will be to identify the need for a service, whilst recognising the needs of the community and determine exactly what the service must achieve and the best way for this to be delivered. 



As part of, FutureFit, all projects will go through the commissioning process outlined below. All services will be commissioned in line with the Council's vision in terms of becoming a strategic commissioner. Services that will not be commissioned include the following: the commissioning process itself and other regulated services including Social Care Assessment and the Democratic process

Evaluate – start by involving and listening to customers, researching all available information to identify priorities and consider the delivery options about how best to meet the outcomes required.



Design the service specification giving further consideration to how best to deliver the outcomes required.



Source the best provider for the customer at the best price for the tax payer. 



Review the performance of the provision by checking its delivering against quality standards, take action when needed.



[image: Commissioning Diagram.jpg]



This Needs Assessment report forms part of the Evaluate phase of the Commissioning cycle, replaces the Outline Business Case as part of the project management framework and sets out the timescales and governance of the project.  



1. Corporate Prioritisation

Reasons for this commissioning project



Worcestershire County Council has made a clear commitment to becoming an excellent commissioning-based authority as part of its Corporate Plan. The Council is aiming to only directly deliver services where there are no reasonable alternatives, and seeks to use the commissioning process to provide the right service from the right provider at the right price for the tax payer.  Each service therefore goes through the commissioning cycle to assess the most appropriate future delivery model.    The Commissioning Cycle was applied to Worcestershire Youth Music at an ideal time: when its funder, Arts Council England, also required a Needs Analysis to be carried out by all Music Hubs (led by Youth Music services), and when its budget was reducing and national policy was changing.  In February 2014, an internal options paper was developed based on the results of the externally produced Needs Analysis.  The Needs Analysis and potential direction of travel was discussed with Councillors Lucy Hodgson and Liz Eyre and the options paper was shared with staff in the service and raised at a meeting of Headteachers/Music teachers.  More work was then carried out on the possible options, leading to the production of this Needs Assessment and Recommendations Report in preparation for a recommendation to Cabinet.   



Worcestershire Youth Music (WYM) provides music tuition (one to one, small group, whole class and in area music centres), performance opportunities (including an annual concert at the Symphony Hall, Birmingham), instrument hire and other music education to pupils in Worcestershire. This growing service currently impacts on 8-10,000 children and young people and is also the lead organisation for the Worcestershire Music Hub which has a government/Arts Council England remit of delivering the National Plan for Music Education (NMPE) in Worcestershire. The impact of this is subject to scrutiny and evaluation by OFSTED and ACE.



WYM currently has a budget of £1.9m of which £738k is Arts Council England (Government) Grant and the remainder is traded income. The service no longer receives Base Budget from WCC.  Total savings made in the last 5 years are in the region of £650K.



As a result of financial reductions, the service has transformed into a more commercial operation. The service has also developed and implemented innovative approaches to deliver more for less. A whole service restructure made substantial savings and introduced more flexible staffing and deployment from January 2014, but the fundamental governance of the service has remained the same.  The long term sustainability of the service is dependent upon its ability to expand commercially, to continue to develop innovative approaches to its delivery and organisation and to develop business partnerships in order to attract investment and deliver a progressive and vibrant music education experience to increasing numbers of young people as set out in the National Plan for Music Education, ratified by OFSTED and ACE.  



Why developing the right future service model for WYM is a priority for WCC



The BEC Directorate and Culture and Community Head of Service Plans required Worcestershire Youth Music to remove all base budget by 2013, which was achieved, but future sustainability in a competitive marketplace is now a strong driver for finding a new delivery model for the service.  



Improved Educational Outcomes is a key priority for WCC, and high quality music education can certainly contribute to this.  



The case for music education is supported by national and international research (The National Plan for Music Education provides a brief review of the academic literature on the benefits of music), which provides substantial evidence of the positive impact of engagement with music on: 

· children’s attitudes to learning, their educational progress and social development 

· social development, language skills, and physical co-ordination with early years children 

· self esteem and self confidence with young people in the teenage years, when music is an important part of young people’s social identity. 



This project fits within the Children and Families strand of the Corporate Plan.  For schools and local authorities, music can be used as one of the means of addressing the challenges arising from social need, contributing to better outcomes for children and young people through education – both formal and informal – and also through the contribution it can make to other strategies such as work with early years children, children with additional support needs, looked after children, and young people at risk of offending.  Music can provide life-changing experiences for all children and young people, and access to its benefits should not be restricted by family circumstances to those young people whose families are already committed to the value of music or who have the means to pay for enrichment opportunities. Equity of access should be an important principle in designing provision of music education.





National Policy changes for Music Education are a significant driver for the project, with the National Plan for Music Education and Ofsted and ACE changes bringing new requirements.  (For more information, see ‘Statutory Duties’ section of this report).



The National Plan for Music Education required Music Education Hubs to be set up across the country and, in the main, including in Worcestershire, youth music services applied to lead these Hubs.  



Following the publication of the National Plan for Music Education, funding for local authority music services, which was previously supported through a ring-fenced supplementary grant from the Department for Education, was instead to be routed through Arts Council England and subject to a grant application process. Funding was protected for three years but on a reducing basis: from £82.5 million across England in 2010-11, funding for 2012-13 was £77m, £65m for 2013-14 and £60m for 2014-15. 

This Summer, Worcestershire Youth Music are due to bid for the next three years of funding (which is not yet confirmed nationally, but current indications are that funding will remain).



The National Plan proposed the setting up of Music Education Hubs in each area to take forward the work of local authority music services and to “improve the quality and consistency of music education both in and out of school”. 



Worcestershire Music Education Hub was formed in 2012 and, following an application to the Arts Council, the county was awarded a Music Education Grant of £909,873 for 2012-13, £727,898 for 2013-14 and £587,547 for 2014-15 (re-calculated to £576k based on pupil numbers at the time).  The grant has recently increased to £738k for 2015-16 and a new bid needs to be made for the following 3 years. 

Music Education Hubs are expected to “augment and support music teaching in schools so that more children experience a combination of classroom teaching, instrumental and vocal tuition and input from professional musicians. Hubs will be able to deliver an offer to children that reaches beyond school boundaries and draws in the expertise of a range of education and arts partners, such as local orchestras, ensembles, charities and other music groups.” 



The National Plan defines four ‘core roles’ and three ‘extension roles’ for Hubs. 



One of the early actions of the Worcestershire Music Education Hub was to commission an independent Needs Analysis to research the musical education needs of children and young people aged 5-18 in Worcestershire in relation to the requirements of the National Plan for Music Education.





2. Aspirations of the Population



Garry Churchill, an experienced arts and music education consultant, and a former teacher, successfully tendered for the production of an independent Needs Analysis for Worcestershire’s Music Education Hub, led by WYM.  This was a requirement of the Arts Council (the main funder of WYM/Worcestershire’s Hub) and usefully ties in with the Commissioning Cycle.  We therefore asked Garry to consider the needs of young people, parents and teachers, and to consider the provision already in Worcestershire, and recommend a useful way forward for the future of Worcestershire’s Music Education Hub.   He carried out surveys, face-to-face meetings (one to one and groups) and phone-calls.  The information below is his findings:

The views of young people 



‘Music is an important leisure activity for most young people, and for teenagers is an important part of their social identity. Whether or not they are actively involved in playing or singing, music has an important role in their lives. 

Other than those who are actively engaged in music-making themselves, relatively few young people have much experience of live music although listening to music is a regular, daily, leisure activity for most young people, and many have a compendious knowledge of music in the genres in which they are interested. Music for many means listening to recorded music via personal earphones rather than as a shared experience and activity, so that listening to music is often a personal, private act rather than a shared communal experience. Some young people look forward keenly to being old enough to have the freedom and resources to go to music festivals. 



There is little evidence of a negative attitude to music, either in school or otherwise. Those who are active in area and county music centres enjoy it and are well motivated and committed; they value the experience of playing in larger groups and with people from other schools, and enjoy the performance opportunities and especially going to Symphony Hall for the annual gala concert. 



While many young people sing or play instruments in school there are also large numbers of young people who to a greater or lesser degree are self-taught, especially on guitar and to a lesser degree keyboards. Access to the internet and resources available on sites such as YouTube has opened up new channels for self-directed informal learning. Older students enjoy making music informally with friends as well as, or instead of, more formal directed activities at school or in other settings. There is demand for better opportunities for teenagers to be able to rehearse and to perform out of educational settings. 



The cost of instruments and of lessons is a barrier for some families despite the Remissions Policy of Worcestershire Youth Music. This was a particular issue for families of children with special needs or disabilities, who often have much higher costs because of their children’s additional needs, and also in some communities where families are under financial pressure or simply do not have a cultural expectation to pay for enrichment activities. 

Singing appears to be under-supported relative to some other areas of music-making, or at least, young people are not always aware of the opportunities which are available. With one or two notable exceptions, the county offers few regular opportunities for young people to sing in organised groups outside of educational provision. 

Young people in Worcestershire – at least those who took part in discussions and research for this project – are not as aware of or as interested in urban popular music as those in the big cities, although some said they would be interested if there were opportunities to learn about musical activities such as DJing and MCing. There is demand for better opportunities for teenagers to access recording studios and to learn how to use the equipment and to use music technology for creative leisure purposes. 



While many are not unduly troubled by the limited opportunities for under-18s to hear (or perform) live rock music, nevertheless for many teenagers the limited opportunities for under-18s to access live bands, which at local level mostly perform in licensed premises, is a difficulty. There is demand for better opportunities for under-18s to perform and to hear live bands. Where events are organised in ways which are accessible to young people, including ‘battles of the bands’ and outdoor mini festivals in parks, these seem to be very popular with many teenagers. 

The whole area of what might loosely be termed ‘rock and pop’ (which includes many sub-divisions within this broad heading) is of great interest to young people in the teenage age group but receives relatively little support through either formal or informal channels. Participation by a wider range of young people would be increased if policy-makers in the fields of education, arts and culture, leisure and youth and community provision could work together on a strategic approach to increase active engagement especially in less formal settings such as youth centres. 

The views of schools and colleges 



Schools are responsible for curriculum provision, but most also draw on other resources to support their music teaching. Most maintained schools in Worcestershire buy in support from Worcestershire Youth Music for instrumental teaching; only a few rely entirely on other providers. There is no major competitor to the county service and there is no great appetite by schools to source more widely, although use of freelance teachers on a sessional basis is widespread especially in high schools. Where schools do this they are of course entirely responsible for the credentials and teaching quality of those they engage and for ensuring compliance with safeguarding issues etc. 



Most schools are generally satisfied with Worcestershire Youth Music, although inevitably some issues were raised about quality and consistency especially in the teaching of younger children. 



Many schools, especially small schools, reported concerns about the cost of Play To Learn (the county’s ‘first access’ programme; see below) and other music tuition7. Some schools are helped with the cost by fund-raising such as from PTAs, some use part of the Pupil Premium in appropriate cases, while some pass on some or all of the charges to parents. 



Although there is a fee Remissions Policy (for children from families eligible for free school meals8) not all schools are aware of the scheme or fully understand it, and there is a case for reviewing the criteria and marketing of the Remissions Policy. There is strong feeling in some places where parents are unable or unwilling to support the cost of instrumental lessons that children are disadvantaged. However there are also schools which say they will pay for inspirational teaching and use ingenuity in being able to find the necessary resources.

First and Primary Schools 



The primary sector is generally very committed to the value of music and the arts, especially where it is properly integrated into the curriculum. Many headteachers have a high level of personal commitment to the value of music and its role as part of a balanced curriculum. Where there is a music specialist or someone on the staff with skills and enthusiasm schools are much more comfortable in offering the range of music education envisaged in the National Plan; for other schools there is widespread concern about what is seen as a deficit of music confidence and skills amongst first and primary school teachers. 



Most primary schools use Worcestershire Youth Music to deliver children’s entitlement to a year of group tuition on a musical instrument. Play To Learn (the county’s ‘first access’ programme, nationally known as ‘Wider Opportunities’, the term given to the original national pilots), offering whole class introductory tuition to a year group within Key Stage 2. This provision has had some success but there are also reservations, including concerns about its sustainability and the low retention levels9. Although this is a prescribed ‘entitlement’ some schools doubt the value or efficacy of whole class teaching. The programme has not yet been rolled out to all schools (this is planned for September 2013) but results so far do not suggest that it is having a major impact on the numbers of children subsequently continuing with instrumental music lessons and progressing to more advanced standards. 

The timetabling of instrumental lessons can be problematic for schools either because of children regularly missing class lessons or because of pressure on teaching spaces; schools would like more flexibility but it would be difficult for all instrumental teaching to take place after school without a major change in the way in which services are delivered, and after school lessons would add to the scope for inequalities based on varying levels of parental support. 



Schools value pyramid and other shared performance opportunities, but leadership is needed to make things happen. Local patterns vary, with some places having stronger traditions of local collaborations organised by high schools, area music centres or by other agencies such as a district council or an arts venue. First and primary schools report that their children enjoy hearing visiting high school ensembles and this is a simple and low cost way of helping inspire younger children whilst also giving extra performance opportunities to older pupils. 

In discussions, many schools reported that they would like a return of some of the services that have diminished in recent years as central advisory and support services have declined, such as access to curriculum advice, advice on instrument purchase, support from advanced skills teachers (ASTs), support from Sing Up and other externally-funded programmes, music specialists’ CPD days, and concerts in schools by peripatetic teachers’ ensembles. These are all issues which the Music Education Hub will wish to consider.



Special schools and short stay schools 



No alternative benchmarks are provided for special schools, for pupils with learning difficulties and/or physical disabilities, or for short stay schools, although these schools appreciate the role that music can play in raising the aspirations of students with special needs or challenging behaviour. 



Where schools have a music specialist on the staff they are able to provide a music curriculum which meets the needs of their pupils, but those without a specialist find it difficult. Historically special schools and short stay schools have not been served by music services, but in Worcestershire the service is now making efforts to provide bespoke packages of support. Special schools and short-stay schools will welcome external input provided that visiting teachers/musicians have the right mix of experience and skills to engage with the additional and often complex needs of the pupils. 



Some of the special schools have particular expertise in music with children with additional support needs, with music specialists on their staff, and it could be possible to build a specialist county-wide resource for such children, that could support other special and short-stay schools across the county, with mentoring provided by experienced teachers and headteachers working in Worcestershire. 

Secondary (high) schools 



High schools are more likely than primaries to engage their own instrumental teachers and to be less reliant on external advice and support. There is a high level of approval of Worcestershire Youth Music by those schools which use it, and the relationship works best when Worcestershire Youth Music has been responsive to schools’ needs, and a number of schools commented that the service is more flexible now than was once the case. 

Transition between schools creates a number of uncertainties for children and the view of high schools is that where children have not already made a degree of progress on an instrument the transfer to high school, even if the same instrumental teacher is available, is a point at which many young learners are tempted to stop having lessons. This is a particular concern in those areas of the county which have transition from middle schools at age 12+ or 13+. 

There are major concerns about the future of music in the high school curriculum and as an examination subject, with ministerial proposals for further changes to the GCSE and A level examinations system, and the Russell Group list of ‘facilitating’ subjects. The fear is that ambitious students would be discouraged from taking GCSE or A level music, with the consequence in a few years’ time that there will be fewer music graduates and fewer music teachers. 

Some high schools provide strong leadership in their areas, and some directly support music in their feeder primary or middle schools with staff time and expertise, instruments and costs. This is reported to result in higher numbers of students making progress and continuing with instruments into the high school years and a consequently richer range of music activities in the high school. 



Amongst the needs reported by many high schools are the strong interest in having access to specialist advice appropriate to their needs, and interest in being better networked so that there are more opportunities to exchange information, ideas and contacts, and to identify needs for subject-specific training and updating and school-based peer training. 



Most schools would welcome help from the Music Education Hub in informing their students about music related careers. An example of how this could be done would be to organise an annual Music Industry event with industry speakers, young professionals, and workshops, to raise awareness by young people of possible careers and further study opportunities in related fields such as journalism and sound production, as well as teaching and performing in music and music technology. 



Across all phases of education schools welcome the opportunity to have occasional visits from professional musicians, recognising the inspiration pupils get from visiting musicians leading performances and/or workshops. This may be a need which the Hub could consider. 



Post 16 Institutions 



Three Further Education colleges, at Bromsgrove, Kidderminster and Worcester, offer BTEC courses in music and/or music technology (and also foundation degrees in music for ages 18+). These institutions all have expertise in music technology, excellent facilities and good industry links, with industry professionals contributing to their courses. A high proportion of their music students go on to study music in higher education or to work in creative industries. However unlike schools there are relatively few opportunities for non-music students to engage in music as an extra-curricular activity other than as audiences at college performances. 



Worcester Sixth Form College, the only sixth form college in the county, offers AS and A level in music and music technology. There are also performing arts courses, and all students are able to take part in music ensembles, choir and musical theatre performances. 



There is a tradition of the colleges not being well connected either with schools or with each other, not least because they are in competition for recruitment, but they would like to be better connected with the development of the Music Hub. There is the potential for resources, including both staff and facilities such as studios and recording suites, to support other parts of the education system including training and support for teachers in music technology and access to specialist facilities for students’



For more information – see separate document ‘Worcestershire Music Education Hub Needs Analysis 2013’





3. Statutory Duties



Following on from the Music Manifesto in 2004,  a review of music education was commissioned by the Secretary of State for Education in September 2010, led by Darren Henley (who has since become the Chief Executive of Arts Council England), and the findings published as the Henley Review in February 2011. This was followed by the publication in November 2011 of a National Plan for Music Education. Amongst the key points in this were: 



· Children from all backgrounds should have the opportunity to learn a musical instrument; to make music with others; to learn to sing; and to have the opportunity to progress to the next level of excellence if they wish. 

· Music education across the country is patchy and change is needed to ensure all pupils receive a high quality music education. 

· Teachers will have wide freedom in how they teach music in schools, but all schools should provide high quality music education as part of a broad and balanced curriculum. 

· Schools (including academies) need to take account of benchmarks of what is expected at each Key Stage of education. 



 The Plan sets out benchmarks of what is expected at each Key Stage of education. 



To add to the policy context for schools, Ofsted published its ‘grade descriptors’ for the quality of the curriculum in music in October 2012.



Following a two-year review consultation proposals were published in February 2013 for an updated National Curriculum. Music is included in the ‘foundation’ subjects at Key Stages 1, 2 and 3. The National Curriculum is obligatory for maintained schools in England, and schools are now required to publish information in relation to each academic year about the content of the school’s curriculum for each subject. Confusingly perhaps for teachers, the National Curriculum proposals (see Appendix 1.3) do not make explicit reference to the benchmarks set out in the National Plan for Music Education nor to the role of the Music Education Hubs and are less prescriptive and detailed. 



With all this context, the role of WCC and WYM is as follows: 

· WCC has a statutory duty within the Education Act to ensure the music components of the National Curriculum are delivered and, more generally, to contribute to the spiritual, moral, mental and physical education of the community by securing efficient education at primary and secondary level. 

· WYM can deliver this on the ground by providing a music education service to schools.  WYM is the lead organisation for Worcestershire’s Music Education Hub, which Ofsted have declared must hold ‘challenging conversations’ with schools for their music education delivery.  Hubs need to implement the National Plan for Music Education.  

For more information – see separate document ‘Worcestershire Music Education Hub Needs Analysis 2013’





4. Services



Worcestershire Youth Music provides the following services:

· Music education for young people aged 5-18, through one-to-one, small group, whole class or area/county music centres.

· Ensemble opportunities across the county at intermediate and full level

· Performance opportunities at local events, an annual Gala concert at the Symphony Hall, and self-funded organised trips to other countries to play at music festivals and events

· Day and residential courses for young people to develop their music education

· Instrument hire

· Remissions policy for young people entitled to free schools meals

· Continuing Professional Development support and courses both for its own staff, school staff and colleagues from other partner music organisations under the auspices of the Schools Music Education Plan (delivered in partnership with the University).

· Access for schools and children and young people to professional music organisations and professional musicians.



Garry Churchill’s needs analysis showed the breakdown of hours of music tuition in 2013 provided across the county by WYM and this can be seen in the separate report, ‘Worcestershire Music Education Hub Needs Analysis 2013’.  In the section above (‘Aspirations of the Population’) Garry feeds back views he received on the quality of WYM.  More information about the provision of other providers can be seen in ‘Market Intelligence’ below.  In his recommendations, he suggests how gaps can be plugged, both by WYM alone and by WYM working together with other providers.  This information informs the Recommendations Report.



Plans for service development/growth include the following:



· The delivery by the service of the Ofsted /ACE requirement for a Schools Music Education Plan for the county will enable a formal response to the stated requirement by schools for curriculum and advisory support as well as the re-establishment of music networks.





· In addition to the advisory support set out above, the service will develop curriculum support programmes for both primary and secondary schools in order to deliver or enhance the classroom music offer in schools.  



· The Play to Learn Wider Opportunities programme in primary schools should be operating in the majority of our schools and the offer will be adjusted to achieve this aim by delivering the programme in 75% by 2019.



· The National Curriculum for Music states that children and young people should have access to a broad range of musical opportunities and the service will be developing new programmes for world music and music technology in particular.



· The service will be developing a range of opportunities for children and young people in challenging circumstances with a particular focus on SEND and LAC children and young people attending Pupil Referral Units.



· The partnerships with a range of external music and cultural organisations will enable new programmes to be developed allowing a broader and enhanced offer e.g. English Symphony Orchestra, Elgar School of Music, Armonico Consort and Yamaha.

 

· The above objectives, as a result of responding to the needs of children, young people and schools, will significantly increase the number of pupils engaging with music opportunities with 18,000 having regular weekly experiences by 2019    









The current structure of Worcestershire Youth Music is shown here:







Strategic Music Education Manager

Deputy SMEM (Operations)

Music Education Leader

Music Education Leader

Business Manager

Instrumental music teachers with responsibility (8 FTE)

Instrumental music teachers (23.43FTE)

Business Support team incl workshop (7.27 FTE)



	





























 







5. Costs



WYM currently has a budget of £1.9m of which £738k is Arts Council England (Government) Grant and the remainder is traded income. The service no longer receives Base Budget from WCC and has saved the LA £205k in BOLD savings since 2009/10. The savings were staged in at a rate of approx. £50k per annum until its full removal for the 2013-14 financial year.  The contribution the service makes towards WCC in the form of central recharges has increased. WYM has also had to make significant savings in its government funding in the region of approximately £450k over the same 5 years. Total savings made in the last 5 years are in the region of £650K.



The savings were made largely through restructure within the service, but the central government reductions also included loss of an instrument replacement fund which has not been substituted.  The service could not reduce headcount significantly, as teachers earned income for the service, but the following changes were made:

· The number of managers was reduced by half, with unsuccessful existing managers being offered teaching roles at a lower rate of pay

· Actual teaching (earning) time of salaried staff (‘instrumental music teachers with responsibility’) was increased 

· All teaching staff were taken off teacher terms and conditions and offered new T and Cs based on a combination of a national music model and LGC, but still retaining teacher pensions.  This was agreed through all 6 teaching Unions in Autumn 2013 and the vast majority of staff accepted the change, with only a handful of voluntary redundancies.    

· Pay of managers, salaried teachers and hourly paid staff was reduced

· The Business Support team was reduced and posts re-graded



These savings allowed the service to stand still.  It now needs to change in order to stay competitive in the market-place.  Within WCC, challenges exist that impact on earning power, including increasing recharges and lengthy HR processes.  We do not believe that WYM would survive if it remains within WCC in the current set-up.  (See ‘Recommendations Report’ for more detail).      



6. Best Practice



All music services face the challenges outlined above, and the most common model for change in governance has been to externalise the service and allow it to set up independently.  A number of governance models have been looked at in preparation for the Recommendations Report, but the charitable company or community interest company model is the one which many music services are choosing.  

 

No two music services are the same and so seeking advice from others always has to be taken with their particular context in mind.  However, useful discussions have been had with other Music services throughout the country as part of this needs assessment.  Most notably, Peter Smalley of Northamptonshire Performing Arts and Cliff Woollard of Herefordshire’s Encore Enterprises provided very useful advice.



Members of WYM and the Council’s Commissioning team attended a regional workshop on ‘Spin-Outs’.  A number of music services were in attendance who were either already independent, or making the case to leave LA control.  A recent publication, ‘On with the Show, produced by the New Local Government Network (NLGN) cites Northamptonshire as good practice for a spin-out from the local authority.  Northamptonshire Performing Arts had arrangements in place which has allowed it to develop and succeed as an independent music organisation since 2012.  Three members of the WYM management team are attending training in how best to ‘spin out’ from the local authority at the Cabinet Office’s Mutual Information Service – the only music service in the country to be doing so.  

The Recommendations report will look at all options that have been considered as a result of the needs assessment. 



7. Market Intelligence



This section incorporates information taken from Garry Churchill’s separate report: ‘Worcestershire Music Education Hub Needs Analysis 2013’.  



‘The major providers of music education for the age range 5-18 are schools, but their role is supplemented by other providers especially Worcestershire Youth Music and also other education providers, arts organisations and the community and voluntary sector. All have a part to play in providing access to music for young people. 



Worcestershire Youth Music 



Worcestershire Youth Music is the County’s Music Service, established for over fifty years. It provides instrumental and vocal tuition in maintained schools and in six area music centres, with ensemble opportunities including bands, orchestras, choirs and other groups. As at February 2013 approximately 918 students were regular members of area and/or county ensembles. Tuition is provided in strings, brass and wind instruments, guitar, keyboard, percussion, recorder, music theory and voice. 



The service supports primary schools in curriculum time through the ‘first access’ programme, singing projects, and some curriculum development and continuing professional development work for schools.



A large stock of instruments is maintained by the service and available for hire at a small charge. Charges are made for tuition but there is a Remissions Policy to support the costs for pupils who are eligible for free school meals; at February 2013 approximately 158 students were in receipt of fee remission. 



Take-up by schools, or market penetration, by geographical area varies quite significantly, with the Malvern and Kidderminster areas having the highest levels of service from Worcestershire Youth Music and much lower levels in the Redditch area. 



Amongst the development issues for the Service to consider, as well as ensuring the successful development of the Worcestershire Music Education Hub, are: 



· The development of satellite centres in areas not well connected to the main area centres. 

· The development of a wider range of partnerships with other organisations, such as is happening for choral development in Kidderminster. 

· At area level, extending the partnerships with other arts organisations, as has been happening in Malvern and Redditch. 

· The roll-out of the ‘first access’ programme to all primary schools. 

· Increasing the retention rate of children continuing to play after the introductory year of whole class instrumental teaching. 

· Initiatives to tackle low levels of take-up in some parts of the county, especially the Redditch area. 

· Promoting the Remissions Policy more strongly, and considering if it could be extended to help address areas of low take-up. 

· Developing the offer for special and short stay schools, and building links with these sectors. 

· Developing the role in CPD especially for primary school staff. 

· Developing a role in music with early years and pre-school children. 

· Investigating the scope for further savings in administration and overheads. 



Other education, arts and community providers 



Amongst the strengths of other provision offering access to music for young people11 are: 



· 16 independent schools, which have not been included in this research. 

· Other private sector providers including independent music teachers, and two independent music schools in Worcester, one covering largely classical music and one covering rock and pop. 

· Rock music opportunities available in several places, and FE Colleges providing some of the progression opportunities for those who wish to take it to higher levels. 

· Several professional orchestras serving the area including the English String/Symphony Orchestra based in the county and others nearby in Birmingham and elsewhere. 

· Professional and voluntary-run venues offering professional music programmes and related education or participation opportunities, including at the Worcester Live venues, Malvern Theatres, Artrix, Number 8 and the Palace Theatre, and the events programme at Wyre Forest. 

· Festivals and other events offering music programmes, including the events programme at Wyre Forest, the community touring scheme Shindig and a range of music festivals. 

· The musical traditions of Worcester Cathedral, and also music opportunities in some other places of worship. 

· Some provision for children with special needs, including Worcester Snoezelen and Arcos at Malvern’. 



A large table of current providers of music education for young people is included in the independent needs analysis report.  It is not exhaustive but does give a good sense of what provision exists that can complement and work with Worcestershire Youth Music, who he cites as having no competitor of the necessary size to lead Worcestershire’s Music Education Hub.  The nature of Music Hubs is not about choosing one provider, it is about providing a menu of opportunities for young people.  It is important that the Recommendations Report recommends a governance model which allows the networked Hub concept to flourish.



At the end of the independent Needs Analysis, Garry Churchill provided a table of actions for WYM and the Music Education Hub to meet the needs expressed above.  He also recommended options for future governance, to enable WYM to lead the Hub.  

We have added two further options to consider, having considered practice elsewhere.  The following are therefore the options being considered:



1. WYM to remain in WCC, leading the Music Hub as a partnership



2. Tender out the music service/Hub or Transfer the Business (either on its own, or as part of a bundle of services) 



3. Independent Music service; a Company Limited by Guarantee with charitable status, leading a partnership Hub 



4. Independent Music service, a Company Limited by Guarantee with charitable status, through joint alliance/merger with another not-for-profit music organisation in a neighbouring/close authority (eg: Herefordshire Music Service – Encore), leading a partnership Hub 



5. Independent Company Limited by Guarantee with charitable status with a wider cultural/performing arts brief, and leading a partnership Hub 





All these options are developed further in the Options Appraisal, before a recommendation is made in the Recommendations Report. 
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Risks Log

		Risks Log 





				Risk: a set of events that, should they occur, will have an affect on the project. Risks can be a threat or an opportunity. Opportunities should be included as their successful management could increase the benefits of the project

				   ChS Learning & Achievement RISKS LOG





				Project : Learning & Achievement Review "Promoting Improved Educational Outcomes"

				Programme Manager: Kate Arnold                Project Manager: Rachel Denton

				Risk Ref.		Date Raised		Raised By		 Risk Description		Consequences		When is this likely to happen		Risk Category (Programme/
Project)		Current Position						Control measures		Progress		Organisation Impact		Risk Owner		Date Closed

																		Likelihood		Impact		Matrix RAG Status

Penny: Penny:
See Risk Table tab for the risk matrix

				1		01/02/14		Debbie Birch		WCC loses the influence with no direct base-budget cost to the Council (whilst losing the income from recharges)		WCC loses the status of directly providing a successful music education service,		Upon establishment of new company		Project		High		Substantial		Amber		Accountability would come through the Charity Commission and the Arts Council. WCC representation on Board of Trustees. WCC would have set the service on a positive path for the future and so does not lose 'credit'				WCC		Neil Anderson								Amber

				2		2/1/14		Debbie Birch		Initial set-up costs will be incurred		These costs may be too high and result in new company starting with debts beyond its means		Upon establishment of new company		Project		High		Substantial		Amber		Funds need to be sought within WCC - Future Fit Transformation bid?		Discussions ongoing with WCC around potential start up loan		WYM		Matt Tolley								Closed

				3		01/02/14		Debbie Birch		VAT impact on some elements		Could impact on the viability of new company depending on governance structure		Upon establishment of new company		Project		High		Substantial		Amber		Legal advice sought from within WCC and external experts regarding the exact legal form of the new company		Legal advice is that the new company should be a company limited by guarantee.  This minimises tax. Our assessment of VAT impact is accurate and has been built into new running costs.  		WYM		Matt Tolley								Critical

				4		2/1/14		Debbie Birch		Future viability of trading arm		Redundancies could be incurred if ACE grant cut/reduced significantly or demand for services drops significantly		Upon establishment of new company		Project		Medium		Critical		Red		This is a risk to the service whether the project goes ahead or not. The new company would be better placed to adapt and generate more income. Seek WCC indemnity clause to cover redundancies		Ongoing discussions with WCC over potential indemnity clause should recommended option be taken forward		WYM		Trevor Jones								Substantial

				5		01/02/14		Debbie Birch		Inability to recruit suitable trustees/directors who will lead the new organisation successfully and effectively direct the employees		Delay in effective running of new organisation, staff do not have strategic direction needed at crucial time		Through project		Project		Medium		Critical		Amber		Ensure thorough recruitment process. Start process in advance of creating new entity and allow sufficient time for delays.  Ensure new company is appealing through ensuring good pre-leaving plans for redundancy, pension bond, cash-flow 		Once preferred option is approved the process to recruit Trustees will begin		WYM		Trevor Jones

				6		2/1/14		Debbie Birch		potential cash flow issues regarding paying staff and taking payment from schools/parents		New entity does not have cash to pay employees		Upon establishment of new company		Project		Medium		Critical		Red		Apply to WCC for a start up loan to ensure cash flow for first year.		Discussions ongoing with WCC around potential start up loan		WYM		Matt Tolley

				7		01/02/14		Debbie Birch		Need to ensure continuity for schools and gain their support for the change		Lack of continuity of service or support for change may result in decreased uptake of service and therefore reduced income		Through project		Project		Medium		Substantial		Amber		Early engagement with schools and parents on proposed change. Consultation on change throughout process to ensure support and clarity				WYM		Trevor Jones

						2/1/14		Debbie Birch		Failing to partner with another Music Hub may not be well met by the Arts Council who wish to see fewer Hubs in the next bidding round		Reduced income from ACE, and subsequent impacts on commercial viability of new organisation		Next ACE bidding round		Project		Medium		Critical		Amber		Will discuss the potential for a single Hub application with Herefordshire before the next bidding round.  This can be separate to the service changes in the short term		Joint Hub bid being planned, now seen as even more important by ACE.Considering a range of options		WYM		Trevor Jones

						21/10/14		Debbie Birch		New body has to be a Function Provider (outsourced from LA under a Best Value arrangement) for staff to remain in TPS		Staff cannot continue in, or be newly  recruited with, TPS membership.  Major impact on ability to recruit and retain high quality staff   		Upon establishment of new company		Project		Low		Extreme		Amber		Early engagement of specialist pensions advice. 		Specialist advice sought and potential resolution proposed		WYM		Trevor Jones

						4/1/15		Debbie Birch		failure to secure bond or pensions guarantor means nonaccess to LGPS and TPS upon transfer		Staff cannot continue in, or be newly  recruited with, TPS or LGPS  membership.  Major impact on ability to recruit and retain high quality staff   		Upon establishment of new company		Project		Medium		Critical		Red		Seek WCC guarantor status to enable continuation of access to these schemes		Discussions ongoing with WCC around potential guarantor status for increased pension liabilities		WYM		Trevor Jones
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Risk Table



				Risk Matrix

				The Risk Matrix helps you to assess the relative priority of a risk. This is based upon the impact of the risk should it occur, and the likelihood of it occurring. Once you have decided on the Impact and Likelihood use the matrix to give you an overall Red/Amber/Green (RAG) status. These need to be entered into the Risk Log.



				As a mitigation is put in place the impact and probability may have altered in which case the RAG status needs to be update in the Risk Log. Any changes to the Risk Log must be recorded in the Risk Log Change Report on the next tab. 

						Impact categories defined:

						Negligible				Substantial				Critical				Extreme

						Minimal time overrun, impact within agreed time parameters				Will impact upon the delivery of this pert of the project within agreed time parameters				Will impact upon the delivery of other parts of the project within agreed time parameters				Will impact upon the completion of the project within agreed time parameters

						Minimal impact on cost, impact within agreed budget parameters				May need to make changes to the spending to keep costs within agreed parameters				Will mean costs exceed agreed parameters for this stage of the project and may need to use contingency budget				Will mean costs exceed agreed parameters for the project and will need to use contingency budget

						Minimal impact upon quality				Impact upon the quality of a limited part of the project				Impact upon the quality of a number of areas of the project				Quality will not meet expectations resulting in impact upon the outcomes and benefits of the project 

						Minor adverse publicity in local media				Significant adverse publicity in local media				Significant adverse publicity in national media				Sustained adverse publicity in national media and board/member dissatisfaction

						Localised staff dissatisfaction 				Staff/ management dissatisfaction on broader basis				Dissatisfaction disrupts output				CEO, Board or Member dissatisfaction

						Some disruption to service, manageable by altering operational routine				Disruption to service/ a number of operational areas affected in one area				All operational areas of a location affected. Other areas may be compromised				Total system/ service dysfunction. Shut down of operations.



										Impact

										Extreme		Critical		Substantial		Negligible

						Probability		Very High		Red		Red		Red		Amber

								High		Red		Red		Amber		Amber

								Medium		Red		Amber		Amber		Green

								Low		Amber		Amber		Amber		Green

								Very Low		Amber		Amber		Green		Green

								Almost Impossible		Amber		Green		Green		Green



						Interpretation of the RAG status

						Red		Unacceptable Risk - immediate control/improvement required

						Amber		Acceptable Risk - needs close monitoring and cost effective control improvements sought

						Green		Acceptable Risk - needs regular review, low cost control improvements sought if possible

						Closed		The risk is no longer relevant or the event has passed



				More information on risk management can be found in the Corporate Risk Management User Guide at

				 http://sid:8081/welcome/pep-risk-management







 Issue Log

		Issues & Actions Log 





				Issue: an event that has happened, was not planned, and requires management action.																								Red = Urgent, immediate response required

				   ISSUES AND ACTIONS																								Amber = Response required 

																												Green = Response in place, review only

				Project: 

				Project Manager:

				Issue ref.		Date Raised		Raised By		Issue Description 		Response Priority		Action		By When		By Whom		Issue Owner		Date Closed						Red

																												Amber 

																												Green





























				16

				17

				18

				19

				20



																																																Very High = Immediate action

																																																High = Action within 2 weeks

																																																Medium = Action within 1 month

																																																Low = Action within 2 months

																																																Very Low = Review Only
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Lessons Log

		Lessons Learnt







		LESSONS LEARNT LOG

		Project : 

		Ref 		Date Raised 		Raised by		Category		Description
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Closed

		Risks Log 





				Risk: a set of events that, should they occur, will have an affect on the project. Risks can be a threat or an opportunity. Opportunities should be included as their successful management could increase the benefits of the project

				   ChS Learning & Achievement RISKS LOG





				Project : Learning & Achievement Review "Promoting Improved Educational Outcomes"

				Programme Manager: Kate Arnold                Project Manager: Rachel Denton

				Risk Ref.				Date Raised		Raised By		 Risk Description		Consequences		When is this likely to happen		Risk Category (Programme/
Project)		Current Position						Control measures		Progress		Risk Owner		Date Closed

						Project														Likelihood		Impact		Matrix RAG Status

Penny: Penny:
See Risk Table tab for the risk matrix

																																						Very High

																																						High

																																						Low

																																						Almost Impossible

																																						Extreme
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_1503295943.pdf
Title: Music Services

Date: Wed 09/09/15

ID Task Name Start Finish Predecessors  |% Complete|Duration |5/ 06 Jul '15 | 28 Sep '15 | 09 Nov '15| 21 Dec '15 | 01 Feb '16 | 14 Mar '16] 25 Apr '16 | 06 Jun '16 | 18 Jul '16 | 2
i) T.s |w M FlTlsiwls tTIm FlTtlsiwls| T m FlT]s|w
1 Stage 1 - Pre-Cabinet preparation Mon 03/11/14 Mon 11/05/15 58% 130 days
16 Stage 2 - Cabinet Process - OBC Tue 28/04/15 Tue 13/10/15 0% 118 days
28 Stage 3 - During Cabinet Process - OBC Mon 03/08/15 Fri30/10/15 0% 64 days?
29 (EE§ Re-contact Mutuals Information Service for Mon 03/08/15 Fri 30/10/15 0% 64 days Trlo,KaKe,MaTo,DaKe
branding/legal support for service during
transfer agreement stage
30 |[EH§ Consider possible trustees Mon 03/08/15 Fri 30/10/15 0% 64 days? TrJo,MaTo,DeBi,NeAn,Dake
31 E§ Create recruitment process for trustees (ready toMon 03/08/15 Fri 30/10/15 0% 64 days? Z Trlo
go)
32 E§ Draft branding specification and a working name Mon 03/08/15 Fri 30/10/15 0% 64 days? Trlo
33 |[E§ Draft new/confirm existing policies for new comg Mon 03/08/15 Fri 30/10/15 0% 64 days? Z Trlo,DeBi,MaTo,NeAn
34 Stage 4 - Subject to OBC Cabinet Approval Thu 24/09/15 Fri15/01/16 0% 79 days? EEE—
35 E’@ Develop FBC for Option 5 Thu 01/10/15 Wed 18/11/15 0% 35 days @ MaTo,DaKe,TrJo,NeAn,WePi,AlRa,FrKe,JoCh
36 |E§ ACE Grant process expected Thu 01/10/15 Tue 29/12/15 0% 62 days s MaTo,Trlo
37 |[E§ Recruit shadow trustees Thu 01/10/15 Tue 29/12/15 0% 62 days s Trlo,NeAn
38 (E§ Draft Company Objectives Thu 01/10/15 Tue 29/12/15 0% 62 days sy Trio,KaKe,MaTo,NeAn
39 |[EE Write delegated CMR report FBC and submit Thu 24/09/15 Thu 14/01/16 0% 78 days —
through necessary process
40 |[E4 Detailed Business Case to CMR Fri 15/01/16 Fri 15/01/16 0% 1 day? n,Trlo,DakKe,MaTo
41 Stage 5 - Subject to FBC CMR Approval Mon 18/01/16 Wed 29/06/16 0% 114 days?
42 Company formation and formalise Trustees Mon 18/01/16 Thu21/01/16 40 0% 4 days KaKe,NeAn,Trlo
43 @@ Develop transfer agreement Mon 01/02/16 Thu28/04/16 40 0% 62 days? MaTo,KaKe,LyBI
44 |EH§ Tender branding work (name, logo, website) Mon 01/02/16 Thu 28/04/16 40 0% 62 days LyBl,Kake,DaKe,TrJo,MaTo,DeBi
45 |E4 § TUPE consultation Fri 01/04/16 Wed 29/06/16 0% 62 days ss——— LyBI
46 |EHE Worcestershire Youth Music - Launch Thu01/09/16 Thu01/09/16 0% 0 days <
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		Appendix 4 – Options Appraisal



Summary

This Options Appraisal presents five options for the future governance of Worcestershire Youth Music:

1. no change 

1. tender or transfer of business 

1. 3 models for the creation of a Company Limited by Guarantee with charitable status (on its own, with another county music service, or with a wider cultural/arts remit).



The critical success factor for the future governance of WYM has to be the ability to be sustainable in the long-term, with the best potential for commercial growth and resilience to offer a high quality service.  By assessing short and long-term financial viability, access for children and young people, fit with Corporate Plan, risks and quality, this options appraisal finds that the charitable company options have the best chance of meeting this critical success factor and there is a growing body of experience from other music services with this operating model.

Options summary

Options summary

Option 1 - no change – This option is not recommended as it carries high risks around the future financial sustainability of the service, does not align to the corporate ambitions of WCC and does not enable the service to adapt and expand in a changing marketplace.  



Option 2 - tender or transfer of business – This option is not recommended as it carries too many high level risks around the market for such a service. This is because there is no revenue budget in WYM for WCC to tender.  It would instead be a transfer of business, but all the liabilities of the service and restrictions on the use of the Arts Council England grant, as well as experience elsewhere now being reviewed, mean that it is highly unlikely there would be a market for such a transfer.  



Option 3 – creation of an independent music service, a Company Limited by Guarantee with charitable status – This option, along with Option 5, carries the least risk for both WCC and the service in the long term. There are short-term costs in the establishment of an external service, but the longer-term financial and quality of service benefits, due to the ability to react fast, reduce large overheads and access new income streams mean that this option is considered as the most beneficial for WCC and the service.  It is not, however, recommended at this time due to its more narrow focus. 



Option 4 – creation of an independent music service through joining up with another Music Service, a Company Limited by Guarantee with charitable status – Although this option has many of the benefits of Option 3 and 5 it is not recommended at this time as it is unlikely to develop structurally in the near future due to the very different business models in operation in Herefordshire (and other counties already having partners).  However, it should not be off the cards for the future. 

 

Option 5 – creation of a Company Limited by Guarantee with charitable status with a wider cultural/arts brief – This option is recommended for progression as it is innovative in its ambition for the service and yet carries the least risk for both WCC and the service in the long term. There are short-term costs in the establishment of an external service, but the longer-term financial and quality of service benefits, due to the ability to react fast, reduce large overheads and access new income streams mean that this option is considered as the most beneficial for WCC and the service.



Recommended Option

The Recommendation is for Cabinet to approve progression of Option 5, with Option 4 to still be a possibility in the longer term.    

   









































		[bookmark: _GoBack]Future Service Options / Success Criteria

		Option 1 – 

WYM to remain in WCC, leading the Music Hub as a partnership















		Option 2 –

Tender out the music service/Hub or Transfer the Business (either on its own, or as part of a bundle of services) (NB: TUPE staff across)

NB: The fact there is no base budget means WCC wouldn't be able to contract out any services, as there's no budget to pay for this.  We would therefore have no contract with an organisation for services .  It would, instead, be a transfer of business.  The only way to contract out services would be if the Arts Council grant was retained by WCC and tendered out.  But that would bring additional cost to WCC in employing staff to bid for, manage and administer the grant, with the expertise TUPE’d to the new body, so tendering is not viable.

		Option 3 –

Independent Music service; a Company Limited by Guarantee with charitable status, leading a partnership Hub (NB: TUPE staff across)



		Option 4 -  

Independent Music service, a Company Limited by Guarantee with charitable status, through joint alliance/merger with another not-for-profit music organisation in a neighbouring/close authority (eg: Herefordshire Music Service – Encore), leading a partnership Hub (NB: TUPE staff across)

		Option 5 – 

Independent Company Limited by Guarantee with charitable status with a wider cultural/performing arts brief, and leading a partnership Hub (NB: TUPE staff across)





		Financial/ Cost

(Additional funding available, resource / transform costs, added value, TUPE/Pension)

NB: See separate finance spreadsheet

		Transition costs:

£0 (but relocation costs and some rebranding would still be needed – c.£20,000)



		Transition costs:

This would be the responsibility of the successful bidder, but may cost them as much as is indicated in Options 3-5 – a factor that would influence their bid

		Transition costs:

£100,000 - £165,000max (see spreadsheet ) NB: this includes possible relocation costs which would occur with all options.

(To be requested from WCC Transformation Fund).



		Transition costs:

Same as Option 3



		Transition costs:

Same as Option 3





		NB: See separate finance spreadsheet

		Running costs:

NB: There is no WCC base budget in the service.  All running costs are met by earned income and Arts Council grant.  



£1.900m



		Running costs:

NB: There is no WCC base budget in the service.  All running costs are met by earned income and Arts Council grant.  

This would be the responsibility of the successful bidder, but still likely to be as much for them as is indicated in Options 3-5 – a factor that would influence their bid.

NB: If WCC require this service to continue to support WCC’s statutory duty to ensure the music components of the national curriculum are delivered, WCC would have to pay for this additionally – but would not be able to recoup the income

		Running costs:

NB: There is no WCC base budget in the service.  All running costs are met by earned income and Arts Council grant.  



£1.967m 





		Running costs:

NB: There is no WCC base budget in the service.  All running costs are met by earned income and Arts Council grant.  



£1.967m

Initial explorations into a shared service with Encore (Herefordshire Music Service) did not reveal any noticeable savings due to the very different set-up in Herefordshire.  The partnership would have benefits other than financial savings.



		Running costs:

NB: There is no WCC base budget in the service.  All running costs are met by earned income and Arts Council grant.  



£1.967m

Unlikely to join with a cultural partner with a large enough base to enjoy significant economies of scale.  The partnership would have benefits other than financial savings. 





		

		Earning potential:

Growing the core business is more difficult when immediate needs cannot be met through speedy recruitment, as is currently an issue.  

As well as traded income, the service has the ability to bid for funds from eg: Arts Council, other bodies, and can sometimes benefit from Trust and Foundation donations for specific music education work.  It also has the ability to develop new income streams, such as adult music education.  Attracting sponsorship would need careful WCC approval and gift aid is not an option.  Bequests less likely when part of WCC.  



		Earning potential:

This would the responsibility of the successful bidder.

Growing the core business: how fleet of foot the service would be in recruiting teachers quickly to meet music education needs depends on the nature and size of the successful tenderer.  

If an existing independent charity/community interest company, same answer as Options 3-5.

If outsourced to a ‘for-profit’ organisation, sponsorship would be possible.  But less likely to attract bequests, and will not qualify for many arts funding schemes (Arts Council, HLF etc) or the requirements of social investors and not-for-profits.  Fundraising may be more difficult and gift aid not possible.  



		Earning potential:

Growing the core business: Externalised music services all say they can be more fleet of foot, in particular with regards to recruiting music teachers quickly to meet immediate need.  This is supported by ‘Stepping Out’ who have 5 years experience of assisting public sector spin-outs.

As well as traded income, the organisation has the ability to bid for funds from eg: Arts Council, other bodies and can benefit from Trust and foundation donations for specific music education work.  It also has the ability to develop new income streams such as adult music education.  Attracting sponsorship and gift aid, on certain activities, may be possible.  Bequests are more likely to an independent organisation.   Social investors and not-for-profits may also take an interest.   Fundraising events are also more likely.  

Anecdotal information from externalised music services has shown that gift aid against membership subscriptions for ensembles is a possibility, that bids to bodies such as ACE and Youth Music have been more successful than they would have been within the LA, that substantial sums have been granted/donated from educational bodies that may not have occurred whilst within the LA, that charitable donations have increased ('there does appear to be a different mind-set amongst our supporters'), and that bequests will come.

Overall, potential for leverage is greater.  Fundraising targets would be set annually for the body to generate and specific skills within the Trustees would enable this. 



		Earning potential:

Same as Option 3

(Wider geographical area to earn from – but greater costs too).



		Earning potential:

Same as Option 3

(More genres to entice participation could increase income, but more likely to act as broker for other arts organisations.  Bids may be more successful with a wider portfolio)







































































































































		

		VAT:

£0

		VAT:

This would be the responsibility of the successful bidder.

VAT and tax advice was procured externally, early on in the process of exploring future governance options, once internal advice had been exhausted.  

The impact would depend on the nature of the successful tenderer.  If an existing independent charity/community interest company, same answer as Options 3-5.  



If a ‘for-profit’ private sector company, there would be no educational exemption for income earned through educational music tuition as the body would not be ‘eligible’:

‘If the body was not an eligible body then all supplies would be subject to VAT and this would form an additional cost for some customers (mainly pupils/parents paying personally).’

This would certainly have an impact on the marketability of the service.



VAT would also be incurred on expenditure, as per options 3-5.   



These would all be factors that would influence their bid.



		VAT:

VAT and tax advice was procured externally, early on in the process of exploring future governance options, once internal advice had been exhausted.  

Bishop Fleming explored all VAT issues with an externalised music service and found:

· Educational exemption for income earned through educational music tuition when carried out by a non-profit making body

· However, expenditure, for example on rent, heating, mileage claims, office supplies, premises hire for concerts, residential costs at course venues, instruments etc (but not on employees) would incur VAT.    

· £60,000 p/a could be the cost incurred, but acknowledgement that the aim was to reduce the current running costs for Vatable items so that this figure should also reduce.  (This has been factored into running costs above)

· Recommendation that ‘a charity would appear to provide the most appropriate business structure for the WYM service operating as a new, separate, legal entity’.

Their full report gives more detail and is embedded as an appendix in the Recommendations Report.

		VAT:

Same as Option 3



		VAT:

Same as Option 3



		

		Tax:

£0

		Tax:

This would be the responsibility of the successful bidder.

VAT and tax advice was procured externally, early on in the process of exploring future governance options, once internal advice had been exhausted:  

The impact would depend on the nature of the successful tenderer.  If an existing independent charity/community interest company, same answer as Options 3-5.  

If a ‘for-profit’ private sector company, it would incur corporation tax, stamp duty land tax and business rates.  

These would all be factors that would influence their bid



		Tax:

VAT and tax advice was procured externally, early on in the process of exploring future governance options, once internal advice had been exhausted:  

A Community Interest Company would incur corporation tax, stamp duty land tax and business rates, whereas a Company that is a Registered Charity would only be liable for a maximum 20% of business rates (and that this is sometimes given relief on a discretionary basis, dependent on the landlord).

Recommendation that ‘a charity would appear to provide the most appropriate business structure for the WYM service operating as a new, separate, legal entity’, taking into account VAT and tax.





		Tax:

Same as Option 3



		Tax:

Same as Option 3





		

		Additional financial considerations:

There are a number of financial impacts on the service if it cannot develop flexibly and with a strong commercial focus.  Within WCC, this is difficult.  See risks section below



		Additional financial considerations:

1.WCC no longer supports WYM with any base budget – the service is fully traded, with about 1/5th of its income coming from the Arts Council.  There is therefore no financial contract to tender. 

2. If the successful bidder is not a large organisation, it is likely they will need a start up loan (see Options 3-5)

3.  It is likely the successful bidder would wish to negotiate on redundancy indemnity (see Options 3-5)

4. It is likely the successful bidder would wish to negotiate on pension liability (see Options 3-5)

All these factors would influence their bid.  

This would be a transfer of business.  Additional cost would be incurred by WCC if it needed to enforce its Education Act statutory duty re the music components of the National Curriculum. 

The only way to contract out services would be if the Arts Council grant was retained by WCC and tendered out.  But that would bring additional cost to WCC in employing staff to bid for, manage and administer the grant, with the expertise TUPE’d to the new body.  Additionally, any potential bidder could simply compete with WYM and bid direct to the Arts Council for this grant – they would not wish to go through WCC as middle man.



		Additional financial considerations:

1.This option needs a start-up loan to pay for salaries during the first months of the financial year until income is received.  

2.Indemnity in perpetuity for redundancy by WCC would be requested for the staff who are part of the service at the point of transfer, capped for those staff at that date (HR calculate the current predicted cost of full redundancy capped at September 2016 as being £567k).  The liability would decrease over time as the staffing pool of the new organisation evolves.  This agreement has been reached between a number of other spun out music services and their former local authorities, including Northamptonshire and Birmingham.  Redundancy costs for a failed in-house service would be higher for WCC than a capped amount at the point of transfer.  Further, the new body will be given the commercial freedom to work to prevent the need for redundancy, something that would be harder to achieve in-house.  Music services which have set up independently say they have greater commercial ability now than when they were part of their local authority.

3.WCC as guarantor for pensions would be requested.  The guarantee would only cover liability up to the point of transfer and would therefore decrease over time as the staffing pool evolves.  

4. Asset transfer for the instrument stock would be requested

5. Retention of the music service reserve would be requested, to enable the new company to start from a solid base

NB: All these key factors are to be developed during Full Business Case stage subject to in principle Cabinet approval in September 2015



























		Additional financial considerations:

Same as Option 3.

 





		Additional financial considerations:

Same as Option 3.





		

		Overall financial assessment:

Staying in-house would hamper efforts to grow the core business by responding quickly to immediate needs for music teachers.  It would require new proposals for income generation within the LA constraints and would not allow for the freedom and flexibility to procure more cheaply or raise income from a greater number of sources.  It would, however, not incur transfer costs or VAT and has slightly lower running costs, although this is likely to be countered by the inability to grow the business effectively.  Growing redundancy provision would be needed ongoing and, without the ability to grow commercially, redundancy may be more likely.  There would be no need for a loan.  In the short-term, this option would be less costly but in the longer term it could certainly jeopardise the commercial ability of the service to survive and thrive.



		Overall financial assessment:

Transferring the service to an established company (charity or private sector company – on its own or as a bundle of services) would save on transition costs for WCC and may allow the service to develop more commercially with the freedom and flexibility to procure more cheaply.  But all of the factors listed above (VAT, tax, redundancy, cash-flow, pensions, transition costs etc) would need to borne – or negotiated – by the new company.  It is therefore highly unlikely that there would be a market for such a transfer of business and WCC could not free itself of its responsibilities in this way.  

(WCC would also incur additional cost to ensure statutory requirements are met (see below).   If the ACE grant was tendered, rather than a transfer of business, then additional staffing cost would be incurred by WCC).

		Overall financial assessment:

This option would be more likely to grow the core business well, due to increased flexibility and fleet of footness, and to generate new income streams.  It would incur VAT and incur transition costs and requires a loan and the safety net for pension increases and redundancy.  It should avoid tax if a charity, rather than a CIC, is set up.  It would allow for the freedom and flexibility to procure more cheaply and to develop much more commercially than currently, countering the higher initial running costs.    

		Overall financial assessment:

Same as Option 3.    

		Overall financial assessment:

Same as Option 3.    .    



		

		RAG rating on short term overall financial assessment



		

		

		

		



		

		RAG rating on long-term overall financial assessment

		

		

		

		



		Fit with WCC Corporate Plan 

		WYM, as outlined in the Needs Assessment, delivers within the Children and Families part of the Corporate Plan, eg: to improve educational attainment.  

However, retaining the service in-house does not fit with the direction of travel to outsource services unless they are core services and/or there is a strong reason for keeping in-house

		WYM, as outlined in the Needs Assessment, delivers within the Children and Families part of the Corporate Plan, eg: to improve educational attainment.  

Outsourcing the service does fit with the direction of travel of WCC to find the right provider and to outsource where the service is not core

		WYM, as outlined in the Needs Assessment, delivers within the Children and Families part of the Corporate Plan, eg: to improve educational attainment.  

Setting the service up independently does fit with the direction of travel of WCC to externalise where the service is not core.

This option can enhance the reputation of WCC by providing a best practice model for ‘spin outs’, following Cabinet Office training.

		Same as Option 3.

		Same as Option 3.



		Statutory Duties



		Can be met:

-WYM is not a statutory service, but WCC has a statutory duty within the Education Act to ensure the music components of the National Curriculum are delivered.  WYM can deliver this on the ground by providing music education services to schools.  

-DfES fund Music Education Hubs through the Arts Council to deliver the National Plan for Music Education.  WYM, as the lead organisation for Worcestershire’s Music Education Hub, are responsible.  Ofsted have declared that Hubs must hold ‘challenging conversations’ with schools for their music education delivery.  



		Could only be met if



a) The current Arts Council grant is tendered out to the new organisation and WCC could build in to this the need for the new organisation to support their statutory Education Act duties regarding music  – but this would create an unnecessary  middle man and a staffing expense for WCC which it could not recoup,



or



b) WCC pay for the statutory elements of music in the National Curriculum to be supported by this new organisation – a cost it cannot recoup





 

		Can be met if it is built into the objects of the independent organisation that the transferred WYM must continue to provide music education that supports the National Curriculum.  

The current Arts Council grant received by WCC’s WYM would need to be reassigned to the new body.  This would then create a direct relationship between ACE and the new body, with no need for WCC as a middle man.  The new body would, next time, apply directly to the Arts Council to be the lead organisation for the Music Education Hub.  

		Same as Option 3.  

		Same as Option 3.  



		Synergies with other services



		WYM lead Worcestershire’s Music Education Hub – bringing together a range of music education providers and stakeholders.  They also work closely with schools and with WCC’s Arts Service and Worcestershire Arts Partnership.  They have worked with other WCC Children’s services, as well as external children’s bodies and the University of Worcester.  

		Subject to having the right leadership, there should be no reason why the synergies in Option 1 are less attainable in this option.

In fact, evidence from other externalised music services, such as Northants, have shown engagement with other parts of the Council to increase as an independent organisation, as well as other new partnerships to develop. 

When Learning and Achievement was first being considered for outsourcing, the inclusion of Music was mooted.  It was felt that the business models were quite different and the private sector impacts on VAT and tax for music would make it less financially viable.  

		Subject to having the right leadership, there should be no reason why the synergies in Option 1 are less attainable in this option.

In fact, evidence from other externalised music services, such as Northants, have shown engagement with other parts of the Council to increase as an independent organisation, as well as other new partnerships to develop. 



		Subject to having the right leadership, there should be no reason why the synergies in Option 1 are less attainable in this option.

In fact, evidence from other externalised music services, such as Northants, have shown engagement with other parts of the Council to increase as an independent organisation, as well as other new partnerships to develop. 

As part of the options development, discussions were held with a number of neighbouring authorities with regard to developing joint music service/music hub relations.  Most were already developing other partnerships (eg: Shropshire with Telford/Stoke/Staffs, Warwickshire with Coventry).  Herefordshire did seem a natural partnership to explore. As they are already independent, they would not consider returning to LA control.  A separate exercise to explore how closely the two services could work has been carried out.  However, synergies could not overcome the very different business models in operation at this stage to develop a structural merger.  

		Subject to having the right leadership, there should be no reason why the synergies in Option 1 are less attainable in this option.

In fact, evidence from other externalised music services, such as Northants, have shown engagement with other parts of the Council to increase as an independent organisation, as well as other new partnerships to develop. 

For children and young people, and for schools, access to a joined up culture, arts and music offer could prove attractive.  This option presents an opportunity to explore joining up arts and music, such as through linking the Music Hub and the Worcestershire Arts Partnership, and to provide a more holistic offer for Worcestershire.





		Risks

(Ability to meet current/future demand, savings required)

NB: For all options, see separate risk log

		-Little freedom and flexibility to earn new income through sponsorship, grants and the benefits of gift aid, to choose where to procure its suppliers from and to reduce expenditure/increase earning power as effectively as another governance model

-Internally, support costs are increasing and for a service which has to cover the costs of its recharge with no WCC subsidy, this is an issue.  

-Less flexibility to recruit staff and partners speedily

-Redundancy would be far more likely in future if service stays within WCC.  More likely that the service would be commercially and educationally outpaced by competitors and become, itself, devalued and even lost in the future, with decommissioning being more expensive than externalising.

-WCC continue to hold the long-term increasing financial cost of risk of staff redundancy and pension increases 

-Does not fit direction of travel for WCC and there is a continued need for manager, Councillor and support time to be spent on the service at a time when WCC is reducing resources and moving away from direct delivery





		-No financial contract to be let, a transfer of business instead -  meaning little control/influence to be exerted over new body unless WCC pay for this additionally

- Or, if the financial element is commissioning of the Arts Council grant (with WCC still bidding for and holding this), this brings its own issues: Tenderers may not be attracted if they felt they would not have the freedoms that holding the ACE grant may bring, and there would be no expertise left in WCC to bid, manage, administer and monitor the use of the Arts Council grant 

-Risk of no suitable tenders coming forward due to all the issues of transition costs, redundancy, cash-flow, pensions, private sector tax and VAT etc

-Tendering option takes away staff ownership/leadership and could destabilise the service impacting on its trading ability

-WCC loses the status of directly providing a successful music education service, loses the influence with no direct base-budget cost to the Council (whilst losing the income from recharges)

-Need to ensure continuity for schools and gain their support for the change – this is more about perception of a change in leadership of WYM away from LA than an actual negative change on the ground

-NB: Risk of employees not being able to remain in Teacher Pension Scheme has now been fully explored (internal and external expertise taken) and there is a clear plan/method for enabling this to happen so no longer considered a risk – BUT in this Option it would require the statutory element to be paid for by WCC and carried out by the new organisation

		- WCC loses the status of directly providing a successful music education service, loses the influence with no direct base-budget cost to the Council (whilst losing the income from recharges)

-The new body will incur transition costs, VAT, may have cash-flow issues, redundancy and pension risk if not agreed with WCC

-Need to ensure continuity for schools and gain their support for the change – this is more about perception of a change in leadership of WYM away from LA than an actual negative change on the ground

-Could be an inability to recruit suitable trustees/directors who will lead the new organisation successfully and effectively direct the employees

-NB: Risk of employees not being able to remain in Teacher Pension Scheme has now been fully explored (internal and external expertise taken) and there is a clear plan/method for enabling this to happen so no longer considered a risk

		Same as Option 3, plus

-Different business models in operation in Herefordshire and Worcestershire may mean no workable structural merger can be agreed



		Same as Option 3, plus

-Different business models in operation between music and any other cultural services/organisations may mean no workable structure can be agreed





		Access for service users

NB: See separate EIA screening

		Parents, pupils, young people, schools who know and use WYM now will have consistency going forward.  But WYM needs to rebrand/re-market for those not yet reached.  Music Education Hub needs greater development in all options.

		Risk that Parents, pupils, young people, schools who know and use WYM now will be wary of new governance – mitigation with good communication should prevent this.  New governance offers opportunity to rebrand/re-market for those not yet reached.  Music Education Hub needs greater development in all options.

		Same as Option 2

		Same as Option 2

		Same as Option 2, plus

- Access to service users could be improved with a combined arts, culture, music offer.



		Ability to deliver quality service, fit for purpose

		Pros: No transition period/governance change so instead able to continue to improve the reach and quality of the service through strong leadership and building partnerships, especially through the Worcestershire Music Education Hub.

Cons: Not fitting with WCC Corporate Plan.  The ability of the service to grow and thrive, against smaller but more nimble competitors, will be compromised by staying in-house.  Evidence of other music services who have externalised supports this, including the ability to respond quickly to need and to grow commercially.  It would become outpaced and continue to be subject to relatively high overheads.  









		Pros: A competitive process could reveal the best provider.  Depending on the nature of the successful bidder, independence for WYM could mean an ability to be fleet of foot in recruiting to meet needs, and to grow commercially.  If transferred along with other services, the wider brief may provide greater financial security/flexibility.

Cons: Period of change and therefore potential instability.  Tendering out relies upon a commissioner relationship, but WCC provides no base budget to commission so it would be a transfer of business, unless the ACE grant is commissioned – but this relies on WCC starting to pay for expertise in-house to manage it and would be off-putting to potential bidders who could instead bid direct to ACE for the grant.  

In a transfer of business, WCC would also need to pay for any statutory elements to be delivered, and not be able to recoup the income. A private company may need to charge VAT to parents and may be subject to tax.  Independent Needs Analysis showed no existing music provider of the same scale in Worcestershire to WYM.  If the successful bidder was to run a range of services, this may not be as positive for WYM’s service users as being run by Trustees with skills, passion and focus on high quality music education.  Overall, highly unlikely for there to be a market for  such a transfer of business (given VAT, tax, redundancy, cash-flow, pensions, transition costs etc)  

		Pros: Independence would allow WYM to attract investment, apply for charitable funding, fund-raise (in particular benefit from gift aid and other possible bequests) and take advantage of greater flexibility to recruit staff and partners quickly, as well as freedom to procure more cheaply.  It would avoid tax, if a charity, and not have to charge VAT to service users.  Passionate and skilled trustees could be recruited to drive WYM and the Music Hub forward.  An independent WYM would bring new energy and branding to the Music Hub.  For WCC, the reputational benefit of having set the service up will for the future, as a robust body with the ability to thrive, would be significant.       



Cons: Period of change and therefore potential instability. It would incur VAT on expenditure and incur transition costs and requires a loan and the safety net for pension increases and redundancy.    

		Pros: Independence would allow WYM to attract investment, apply for charitable funding, fund-raise (in particular benefit from gift aid and other possible bequests) and take advantage of greater flexibility to recruit staff and partners quickly, as well as ability to procure more cheaply.  It would avoid tax, if a charity, and not have to charge VAT to service users.  Passionate and skilled trustees could be recruited to drive the services and a joint Music Hub forward.  An independent organisation with a neighbouring music service would bring new energy and branding to the Music Hub.  For WCC, the reputational benefit of having set the service up will for the future, as a robust body with the ability to thrive, would be significant.       

Cons: Period of change and therefore potential instability. It would incur VAT on expenditure and incur transition costs and requires a loan and the safety net for pension increases and redundancy.   Work carried out to date means structural merger not possible at this stage due to very different business models (different employment models, different use of the Arts Council grant).  Instead, a Hub merger is being explored.  The development of this could prove complex.   

		Pros: Independence would allow WYM to attract investment, apply for charitable funding, fund-raise (in particular benefit from gift aid and other possible bequests) and take advantage of greater flexibility to recruit staff and partners quickly.  It would avoid tax, if a charity, and not have to charge VAT to service users.  Passionate and skilled trustees could be recruited to drive WYM and the Music Hub forward in a wider context with other arts/cultural organisations.  An independent organisation would bring new energy and branding to the Music Hub. For WCC, the reputational benefit of having set the service up will for the future, as a robust body with the ability to thrive, would be significant.              



Cons: Period of change and therefore potential instability. It would incur VAT on expenditure and incur transition costs and requires a loan and the safety net for pension increases and redundancy.  There could be mission creep with this option, resulting in inertia, and the limits would need to be carefully defined.      
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Appendix 5



Future Governance of Worcestershire Youth Music

Key issues 



Introduction

Through the Commissioning Cycle, an appropriate future governance model for Worcestershire Youth Music is being developed to be recommended to Cabinet in Autumn 2015.  This builds on the work that has taken place to remove the base WCC budget. Work has included restructuring the service, responding to national policy change and starting to consider options for delivering a thriving music education service into the future.   





Purpose of this Key Issues report

Three of the Recommendation Report options entail the service leaving local authority control and becoming a Company Limited by Guarantee with charitable status.  



Through the Commissioning Cycle process, this may be the most appropriate future governance arrangement for a number of services currently within WCC.  It is a model which, when embedding the principles of a staff spin-out, is supported by Central Government’s Mutuals Information Service and which allows the service to be given freedoms and flexibilities to prosper, whilst at the same time freeing up the local authority from supporting the service forever.    



‘The emerging evidence suggests such structures can transform staff attitudes, increase motivation and enhance productivity.  At their best they can encourage staff to deepen their sense of accountability downwards to citizens and users rather than only upwards.  They can also make it easier to innovate and adapt’.



‘How to Step Out’, by Craig Dearden-Phillips



Often these services are not ones which are ripe for profit-making, or which can fit within larger corporate organisations, allowing them to benefit from economies of scale.  They are often services that have a unique local offer which, when spun-out, would attract passionate, skilled and talented Trustees and be a central part of the community.  The development of these new organisations and the staff transferred into them therefore often have different characteristics and issues to services transferred to large private sector firms..  



This report contains a set of proposals for one service in particular, Worcestershire Youth Music, but which may be appropriate for other services in a similar situation.



There are a number of key negotiating factors which are critical to the success of a new independent organisation. These are highlighted later in this paper.



Background

Worcestershire Youth Music (WYM) provides music tuition, performance opportunities, instrument hire and other music education to pupils in Worcestershire. This growing service currently impacts on 8-10,000 children and young people and is also the lead organisation for the Worcestershire Music Hub which has a government/Arts Council England remit of delivering the National Plan for Music Education (NMPE) in Worcestershire. The impact of this is subject to scrutiny and evaluation by OFSTED and ACE.



WYM currently has a budget of £1.9m of which £738k is Arts Council England (Government) Grant and the remainder is traded income. The service no longer receives Base Budget from WCC.  Total savings made by the service in the last 5 years are in the region of £650K.



Commercialisation and innovation

As a result of financial reductions, the service has transformed into a more commercial operation and charges for many of its services at an unsubsidised rate. The service has also developed and implemented innovative approaches to deliver more for less. A whole service restructure made substantial savings and introduced more flexible staffing and deployment from January 2014.  The long term sustainability of the service is dependent upon its ability to expand commercially, to continue to develop innovative approaches to its delivery and organisation and to develop business partnerships in order to attract investment and deliver a progressive and vibrant music education experience to increasing numbers of young people as set out in the National Plan for Music Education, ratified by OFSTED and ACE.  

That National Plan has also brought along new requirements for music services to make music education much more responsive, flexible, and appropriate for all young people so that they can all be given the opportunity to learn music and to gain the benefits for their social and educational development that comes with this.  The challenge, of reduced finances and greater service reach, needs to be met by a service which can innovate, respond quickly, be commercial, but also be community driven.   





Developing the Charitable company option further

The project group driving the Commissioning Cycle process for WYM has carried out much research to explore the viability of setting the service up independently, as per three of the recommended options.  The most likely model for an independent organisation would be a Company Limited by Guarantee with Charitable Status due to national precedent, tax and VAT issues, appeal to parents and schools, purpose of the organisation, financial development and more.   If approved by Cabinet in Autumn 2015, it is likely that the new organisation would be functioning from September 2016 at which point council control would cease.  



The creation of independent bodies is a fast emerging trend within music services nationally with many either 'spun out' or in the process of doing so. Birmingham based Services4Education (S4E) is the nearest comparative organisation and was one of the first to gain independence from their local authority. S4E Chief Executive David Perkins stated at a recent event that the value/saleability of their services and reputation had been greatly enhanced amongst schools since transforming into an independent commercial, innovative not-for-profit organisation.



Benefits to WYM

Independence from WCC would benefit the service by enabling it to be more commercially responsive; WYM is already primarily a Traded Service and so is already philosophically, financially and systematically geared up to make the transition. Independence would allow it to attract investment, apply for charitable funding (grants not currently available as a local authority controlled service), fund-raise (in particular benefit from gift aid and other possible bequests) and take advantage of greater flexibility to recruit staff and partners quickly. Independence would allow WYM to develop in a more socially commercial way, able to respond to ever changing business criteria associated with further ACE bidding rounds (next bids to take place 2015 to secure 3 years funding) and to be able to lead the diverse and expanding portfolio of Music Hub partners (commercial as well as public organisations). 



Benefits to WCC

· WCC can be confident of putting in place an innovative and robust solution for the future of music education, and all the benefits socially and academically that brings to young people in the county.  WYM is the only Music Service being trained by the Cabinet Office’s Mutual Information Service (MIS) in how to create a successful business model for a ‘spin out’ – WCC is therefore leading the way and can offer the results as a best practice blueprint to others.  The reputation of the council's elected members and officers as a proactive facilitator of such 'spin-outs' would be enhanced with the successful transition of WYM.  

· It would ensure long term sustainability for music education to young people in Worcestershire. (It is less likely to be so within WCC).  As a Worcestershire organisation bound by government to deliver education, by association it would also add to the reputation of WCC.

· Financial savings for pension contributions.  It is recommended that liability for WCC is capped at the point of transfer and would thereafter decrease year on year as the staffing pool evolves.

· Reduces the headcount for the council and the burden on providing centralised services (IT, Finance, HR, Management & Admin etc).

· Financial savings for redundancy.  It is recommended that liability for WCC is capped at the point of transfer and would thereafter decrease year on year as the staffing pool evolves.

· Redundancy would be far more likely in future if service stays within WCC.  If WYM does not become independent, more likely that the service would be commercially and educationally outpaced by competitors and become, itself, devalued and even lost in the future, with decommissioning being more expensive than externalising.





Key negotiation factors for a music service outsourced as a Company Limited by Guarantee with charitable status

In order to ensure outsourcing would be effective and that the service would have a sustainable future, the following have been identified as key negotiating factors:



· Redundancy indemnity:

It is recommended that indemnity in perpetuity is provided by WCC for the staff who are part of the service at the point of transfer, capped for those staff at that date (HR calculate the current predicted cost of full redundancy capped at September 2016 as being £567k).  The liability would therefore decrease over time as the staffing pool of the new organisation evolves.  This agreement has been reached between a number of other spun out music services and their former local authorities, including Northamptonshire and Birmingham.  



Plans to outsource the service could be jeopardised if WCC is unable to attract sufficient high quality trustees, who may well be wary of applying for a Board role if they knew that the new body had responsibility for the redundancy payments of all the transferred staff.  The new body would have little by way of reserve and the future of Arts Council grants, particularly beyond 2020, is unknown.  Should recruitment of Trustees be unsuccessful, and the service stays in-house, redundancy costs for a failed service would be higher for WCC than a capped amount at the point of transfer.  Further, the new body will be given the commercial freedom to work to prevent the need for redundancy, something that would be harder to achieve in-house.  Music services which have set up independently say they have greater commercial ability now than when they were part of their local authority.





· WCC as guarantor on pensions:

Currently, 10 WYM staff are in the LGPS pension scheme, and 90 staff are in the Teacher Pension Scheme.  For both schemes, a bond or a guarantor is required in order for admission to the schemes to be acceptable.  The cost to the new entity of a bond would be prohibitive, and we are advised that the market is often not willing to provide bonds to such entities.  But if WCC would agree to be a guarantor, this would resolve the issue.  (We understand that Malvern Outdoor Education centre was transferred with WCC as guarantor for the LGPS.  Other music services have also achieved this, including Northamptonshire and Herefordshire).  



The guarantee would only cover liability up to the point of transfer and would therefore decrease over time as the staffing pool evolves.  Without this guarantee, admission to the pension schemes would be unlikely, and the issue of Trustee recruitment would also arise (see above).   





· Start-up loan at a competitive rate, or working capital:

The new organisation will need to seek a start-up loan, or working capital, to pay for salaries during the first months of the financial year until income is received.  As a primarily traded service, WYM begins to receive this element of its income from Period 6 of the financial year and runs an 'in year deficit' until Period 12 when the final amount is received. Due to the nature of the service, product and client, the option of advanced charging has been explored and has not been found to be viable. While an Arts Council Music Education Grant is received on a quarterly basis, it is not enough to bridge the salary gap alone until traded income starts to be received in period 6. Therefore, in order to pay salaries and some operating costs such as premises, database subscription etc, during this time, a start-up loan or working capital will be needed. 



The current funding gap is likely to be in the region of £4-500,000 based upon current level of business (£400,000 running costs, £100,000 further delayed income due to change over in accounting system – i.e. move from journal system to invoicing which may mean delay in payment from customers). However, with our expected increase in trade over the next 2 years, there is potential for this to rise to £6-700,000. 



(The service is separately requesting one-off funds with a bid to Future Fit for the actual transition of the service out of WCC control and to the new body.  Should this request be unsuccessful, there would be an additional sum to add to the loan of up to £100,000).



The overall estimate for a loan or working capital would therefore be between £400k - £800k.  



If a loan, then depending upon the exact level of borrowing, WYM would expect to pay the loan back over a 4-5 year period. An appropriate and affordable interest arrangement would need to be negotiated.



· Asset Transfer

It is recommended that the instrument stock held by the Music Service be transferred to the new company for nil consideration to ensure that the children and young people who currently borrow instruments are able to continue to do so. 



The insurance value of the stock is in the region of £1.5m but it is suggested that this is not a true value for the Council as this sum could not be realised if the instruments were sold. 



If the company does not receive these assets it is unlikely to be able to function effectively and it is felt that this exercise is not one where the Council should be seeking or expecting a financial windfall as a result of the transfer. It would be possible to include a provision to ensure that the assets are not capable of being sold on the open market unless the receipts of sales are applied to a similar purpose.





· Retention of Reserve

WYM currently has a reserve fund of c.£100,000.  This has been built up over the years through parental contributions and Arts Council funds for instrument purchase and service continuation.  It is recommended that this reserve is transferred to the new organisation in order to provide a stable base from which to develop.  Lack of a reserve would certainly prejudice the ability of the new organisation to recruit trustees, who would be fearful that unforeseen expenditure could not be met, such as extended staff sickness or a tribunal.  WYM has a large staffing pool, so that it can trade and earn income, and this does bring risks.



The Charity Commission’s guidance on reserves states ‘It would be unusual for a charity, of any size, to operate without any reserves’ and ‘if reserves are too low then the charity’s solvency and its future activities can be put at risk’ and lists the following bullet points in support of having a policy on reserves, so that the organisation can:

· give confidence to funders by demonstrating good stewardship and financial management;

· demonstrate the charity’s sustainability and capacity to manage unforeseen financial difficulties;

· give assurance to lenders and creditors that the charity can meet its financial commitments

Retention of the reserve would be critical to the recruitment of high quality trustees and in the ability of the new organisation to attract investment and grants.  



Recommendation

‘Stepping Out’, a private organisation advising spin-outs with links to the Cabinet Office, have examples of precedents for these arrangements in numerous other authorities.  Having been given the detail of WYM’s governance plans, they are positive about the approach being taken and the work that has been done in preparation for Cabinet.  A recent publication, ‘On with the Show' produced by the New Local Government Network (NLGN) cites Northamptonshire as good practice for a spin-out from the local authority.  Northamptonshire Performing Arts had arrangements in place which has allowed it to develop and succeed as an independent music organisation since 2012.



A successfully outsourced music service would reflect positively on WCC.  None of the proposals above require WCC to spend additional money; the indemnity and pension guarantee are ‘just-in-case’ safety nets and the start-up loan would be repayable.  The assets and reserve already exist.  They would, however, provide a sound base on which to launch the new organisation, recruit high quality Trustees, and lead the development of music education in Worcestershire for the benefit of many more children and young people.  Without these key factors negotiated, it is unlikely that the service could be outsourced as a Company Limited by Guarantee with charitable status.





Debbie Birch and Trevor Jones

[bookmark: _GoBack]July 2015   
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Appendix 9


Worcestershire County Council Equality Impact relevance Screening


This exercise is not an Equality Impact Assessment (EIA). It is a desktop screening exercise designed to establish if you need to carry out an EIA.  When completing the screening please use plain English avoiding the use of acronyms or jargon. Any documents referred to should be attached to this screening form. 


Remember, throughout this exercise the term 'policy' (or 'policies') is used as shorthand for 'policies, practices, activities, strategies, plans, projects, procedures, functions and protocols'.  It therefore needs to be interpreted broadly to embrace the full range of functions, activities, plans and decisions for which the County Council is responsible.


For help completing this screening please refer to the County Council's EIA Guidance document available on SID.


 Part One: basic information needed to identify the policy and prepare for screening


		1.1

		Directorate and Section/Unit:

		Business, Environment and Community



		1.2

		Title of the policy being screened:

		Recommended Option: Option 5 – creation of a Company Limited by Guarantee with charitable status with a wider cultural/arts brief





		1.3

		Screening by:

		Debbie Birch 



		1.4

		Date of screening:

		March 2015



		1.5

		Summary of policy objectives

		Worcestershire Youth Music (WYM) is a Local Authority Music Service which provides music tuition, performance opportunities, instrument hire and provides other music education to pupils in Worcestershire. This growing service currently impacts on 8-10,000 children and Young People and is also the lead organisation for the Worcestershire Music Hub which has a government/Arts Council England remit of delivering the National Plan for Music Education (NMPE) in Worcestershire. The impact of this is subject to scrutiny and evaluation by OFSTED.


WYM is funded by traded income (music tuition) and government grant (issued by the Arts Council).  The local authority base budget has now gone and the Arts Council grant, as for all music services, is reduced. The recent restructure in the service made savings to meet the reduced amount of funding available to the service.  However, the future size of the Government grant is not yet known and the service needs to ensure it is in the best position to thrive.  The service also needs to lead Worcestershire' Music Education Hub and needs to be best placed to do this. Following a Governance Options paper, shared with staff and schools in early 2014, and further work into the recommended option, it has been decided to recommend to Cabinet that WYM is outsourced and that a Company Limited by Guarantee with Charitable Status is established.  Subject to Cabinet approval in June 2015, there would be formal staff TUPE consultation and the new body would be set up in 2016.  


Following the restructure, the music service has more than 90 employees, the majority of whom are now on new, locally agreed terms and conditions.  61% of staff are female.    39% of staff are over 50.  



		1.6

		Related policies/functions:

		BOLD – Next Steps programme


National Plan for Music Education


Arts Council grants for Music Education Hubs


WYM Review (restructure) implemented in 2014.


Governance Options paper, February 2014



		1.7

		To which section of the Directorate or Corporate "business/service plan" does this policy relate?

		Fit for the Future objective = Children and Families


BEC business plan = Achieving financial savings


Culture and Community HoS plan = restructure music service



		1.8

		Is this a new or existing policy?

		New



		1.9

		Does the policy affect service users, employees, the wider community, or a combination of these?

		Employees would be TUPE'd across to the new organisation on their existing terms and conditions


Service users and potential service users – Service users are young people and schools.  The outsourcing proposal has the best chance of providing continuity of service to young people and schools.  The aim will be to continue provision smoothly for service users.  



		1.10

		Who is formally responsible for the delivery of this policy? If different, who is responsible for leading on the delivery?  

		Trevor Jones – Strategic Music Education Manager



		1.11

		What (if any) previous consultation has been carried out for this policy? Who was consulted and when?

		The governance options paper, which recommended further exploration into outsourcing, was shared with Unions and staff during February 2014 and with the Music Education Hub's management council for views.  Schools were also asked for their views on possible externalisation.  



		1.12

		Is equality monitoring in place for this policy?

		There is no specific equality monitoring in place but HR and Unions are being involved throughout.





Part Two: The purpose of the following exercise is to assess the potential relevance of the policy in the lives of staff and/or residents who have one or more of the following "Protected Characteristics":


Age, Disability, Gender Reassignment, Marriage/Civil Partnership, Pregnancy/maternity, Race, Religion/Belief, Sex and  Sexual Orientation.


The questions in this section ask you to consider factors you will need to take into account in assessing the relevance of the policy in the lives of people who have one or more of the Protected Characteristics.  The answers you provide will help you determine whether you will need to carry out an Equality Impact Assessment.


		

		

		Yes

		No

		Details and comments



		2.1

		Could this policy have a significant impact on service delivery or other aspects of daily life for people because they have one or more of the Protected Characteristics listed above? 

		

		x

		Nothing in this policy should cause a significant impact for people with Protected Characteristics






		2.2

		Does the policy involve a significant commitment, or reduction, of resources?




		

		x

		This policy is about long-term sustainability of music education in Worcestershire.  Budget savings required by a reduction in the WCC budget and ACE grant have already been made through the WYM restructure.  This next step is not about reduction in or commitment of resources; it is about creating a sustainable organisation for the future






		2.3

		Does the policy relate to an area where inequalities are already known to exist?

		

		x

		





2.4 Is there any evidence of potential or actual unplanned variations in the participation levels or use of the policy between different groups  (Existing policies only)?


		Characteristic

		Yes

		No

		Details, including what information you have based your answer on



		Age

		

		x

		



		Disability

		

		x

		



		Gender  reassignment

		

		x

		



		Marriage/Civil Partnership

		

		x

		



		Pregnancy/maternity

		

		x

		



		Race

		

		x

		



		Religion or belief

		

		x

		



		Sexual orientation

		

		x

		



		Sex

		

		x

		





If the answer to question 2.3 is "yes" or "could be yes" then you must complete an EIA.


For existing policies, if the answer to question 2.4 is "yes" or "could be yes" then you must complete an EIA.


If the answer to questions 2.1 or 2.2 is "yes" or "could be yes" then you may need to complete an EIA.  Please refer to Section 3 of the EIA Guidance document for further clarification on when an EIA should be completed.


2.5 Based on the factors above, is an Equality Impact Assessment required for this policy?


		Yes

		



		No

		x





An EIA is not always needed.  Where you have decided that an assessment is not required please clearly summarise the reasons for your decision, including any factors you have taken into account, in the box below.  Please then ensure this screening form is signed-off by your line manager and sent to the Corporate Equality and Diversity Team for publication.


		EIA not required: reasons and additional comments



		No potential inequality has been identified which would result from the fact that staff or service users have one or more of the Protected Characteristics (listed in equalities legislation).   








Signed (completing Officer/Manager): ………Trevor Jones……………...

Date: …March 2015 ………..


Signed (Line Manager): ……………………...

Date: …………..
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1. Executive Summary

1.1. The key developments that are expected to be achieved by the Worcestershire Music Education Hub within 2015-2016 are set out below.  


1.1.1. A comprehensive roll-out of the School Music Education Plan (SMEP) across the majority of schools in the County now  the pilot 2013-2014 pilot visits have taken place  

1.1.2. To embed the new management structure and, in particular, the impact and remit of the new Strategic Music Education Manager and the newly-created post of Deputy Music Education Manager. An on-going review will be undertaken to ensure that any subsequent management adjustments are made prior to spinning out from Council control in September 2016.   

1.1.3. That the needs analysis carried out with schools, young people, parents and other music education providers continues to inform both the future delivery of music education and the 2015 bid for Music Hub funding. 

1.1.4. As part of the new Worcestershire Youth Music(WYM) management structure two Music Education Leaders(MEL`s) are set to provide leadership set against the expectations of the SMEP and undertake many of the visits to the County`s Primary and Middle schools in order to support schools in improving music education in the County.

1.2. The Worcestershire Music Education Hub, whilst achieving many of the key expectations of the National Plan for Music Education, is in need of reform if its impact is to be improved and enhanced. The Music Education Hub Advisory Group (MEHAG) will now be re-constituted in order to provide greater external representation, represent all stakeholders and utilise the resources and expertise of a range of music and arts organisations.

1.3. The MEHAG will be the core and formal group of Hub partners but wider partnerships will be reflected in a more numerous group of Associate Partners that, whilst not part of the key strategic group, will have a considerable contribution to make.

1.4. The introduction of new flexible Terms and Conditions for the majority of WYM staff in 2014 has ensured that the Service is no longer vulnerable to fluctuations in school buy-back either in terms of the levels or variations within it.Whilst this provides service stability it is intended that adjustments will be made in order to provide both greater stability for staff and less dependence on staff claims for additional Service activities. The roles of the team of salaried team teachers, whilst providing important specialist instrumental support, have been enhanced and they will now take a greater responsibility for the performance management of their instrumental and vocal colleagues and provide leadership in broader areas such as popular contemporary music. 


1.5. The Service Level Agreement (SLA) with schools and other partners is in need of review and will be adjusted by September 2015 in order to provide greater clarity in the provision provided by WYM but also set out the responsibilities of schools in maximising the benefit of the activities provided.   

1.6. The commitment by WYM to the long-established partnerships with the other West Midlands Services remains strong via its role in The UK Association of Music Education – Music Mark West Midlands consortium of music services. The Strategic Music Education Manager is the current Chair of the group and, as a result, the Worcestershire Hub and Service are in the vanguard of new initiatives and opportunities.

1.7. The Play to Learn (P2L) First Access programme is in need of further review and by September 2015 the range of instruments offered will be increased, school choice in the programmes selected increased and, most significantly, the programmes will run for a full academic year. 

1.8. Ensemble provision continues to be strength in Worcestershire with opportunities both in Area Music Centres and centrally for our intermediate and top level youth groups. There is a need, however, to develop and reform the activities offered by the Area Music Centres. New activities will be provided from September 2016 which will reflect the range of school provision in each region and charges to members of the AMC groups will either be drastically reduced or made free of charge-depending on budgetary factors. This will consequently increase the number of children and young people benefiting from the performance opportunities offered. Whilst the annual Gala Concert in Symphony Hall, Birmingham will remain a feature of the performance offer in 2015 -2016 there is a need to provide more significant performance opportunities for all pupil groups and there are high-profile performances planned as part of our response to the BBC Ten Pieces initiative in both Worcester Cathedral and the 2,000 seater Worcester University Arena.

1.9. A significant priority for WYM in 2015-2016 will be the move towards the establishment of a social enterprise by September 2016.A Cabinet Report will be presented in June 2015 which will secure approval for the proposals with preparations and consultations taking place throughout the forthcoming financial year.


1.10. The current Remissions Policy for the Service is in need of review .Support will continue to be given to children and young people in financial need via Service, Friends of WYM or charitable resources. It is intended to provide more inclusivity in access to opportunities through the development of a Pupil Premium document which will set out for schools how they can use their resources to provide greater support for children and young people in need of assistance and enable them to participate fully in the musical activities offered by the Hub and WYM regardless of their circumstances.  

1.11. Meetings and negotiations are currently taking place with the Herefordshire Hub with a view to establishing greater collaboration in the future and explore the potential for a joint Hub bid in the Summer of 2015.Whatever the outcomes of these negotiations there will be more shared activity across the Counties particularly in staff training, joint conference delivery, performances, instrument maintenance and ensembles.  

2. The Context of our Hub’s Work

The county of Worcestershire borders Herefordshire, Shropshire, Staffordshire, West Midlands, Warwickshire, and Gloucestershire. To the west, the county is bordered by the Malvern Hills, and the spa town of Malvern. The southern part of the county is bordered by Gloucestershire and the northern edge of the Cotswolds and to the east is Warwickshire. There are two major rivers flowing through the county, the Severn and the Avon.

The cathedral city of Worcester is the largest settlement and administrative seat of the county, which includes the principal settlements of Bromsgrove, Stourport-on-Severn, Droitwich, Evesham, Kidderminster, Malvern, and the largest town, Redditch, and a number of smaller towns such as Pershore, Tenbury Wells, and Upton upon Severn. The northern part of the county includes the beginnings of the vast urban sprawl of the industrial West Midlands agglomeration, while the remainder and the south of the county are largely rural. 

The village of Broadheath, about 6 miles (10 km) North-West of the city of Worcester, is the birthplace of the composer Edward Elgar and the administrative home of Worcestershire Youth Music  currently resides in the buildings of the Elgar's Birthplace Museum. 

Worcestershire has a comprehensive school system with sixteen independent schools including the RGS Worcester, The King's School, Worcester, Malvern St James and Malvern College. State schools in Worcester, the Wyre Forest District, and the Malvern Hills District are two-tier primary schools and secondary schools whilst Redditch and Bromsgrove have a three-tier system of first, middle and high schools. Several schools in the county provide Sixth-form education including two in the city of Worcester. 

Several vocational colleges provide GCSE and A-level courses and adult education, such as South Worcestershire College, and an agricultural campus of Warwickshire College in Pershore. There is also the University of Worcester, which is located in the city itself and is home to the National Pollen and Aerobiology Research Unit and five other national research centres.

A significant number of schools in Worcestershire have either opted or are planning to become academy schools 

3. Delivery of the four core roles


3.1 First Access (P2L)

3.11The current provision by WYM reaches 45 % of the target group of children with a continuation rate 36%.These figures indicate that the make-up and promotion of the P2L offer is in need of reform.

3.12 A P2L Consultation Group will be convened in order to establish with schools and Service colleagues what changes they feel need to be made with the draft proposals being: 


· Adjust the range of instruments offered to both allow greater choice for schools and improve the opportunities for continuation.


· P2L offer only for a full academic year in order to ensure that the instrumental skills are fully embedded before a decision to continue with tuition by the pupil and schools is made


· Offer schools a discounted second year if they make a two year commitment to the offer for a particular year group.


· Offer Key Stage 1 P2L for strings


· Offer Class Band ensemble provision for Primary and Secondary schools. 

· Adjust the Area Music Centre offer in order for P2L pupils to be able to be easily integrated in to the ensembles offered


· Work with school clusters and neighbouring secondary schools in order to provide AMC satellite performance opportunities and specialist support from secondary school music staff.

· Provide access to the Charanga web-based classroom resource for those schools that access P2L.   

· A discount to be offered for small, rural schools

· Involve P2L schools in a variety of performance opportunities outside their own school and cluster e.g. Area Music Centre Concerts, Gala Concert - Symphony Hall, Birmingham.

· Identify external funding sources in order to improve access to P2L provision in areas of disadvantage, Looked after Children and SEND young people.

3.2 Tuition

Our standard tuition model provides regular lessons charged to schools at hourly rate. The main features are:

· Weekly lessons for 35 weeks of the year delivered mostly in school time. 

· All lessons are delivered in line with approved schemes of work.

· Delivered to small groups, pairs or individuals.

· Schools bill the cost of lessons to parents either in full or with an element of subsidy. 

· Tuition is in all phases of education - also opportunities for exams e.g. Music Medals often required in the Primary phase, right through to the highest grades more often found in the Secondary Phase. 

· Support pupils in their preparation for GCSE and A Level music exams.

· Tuition also offered in our Area Music Centres for those parents who prefer their children not to miss school lessons and the home educated

· Annual Pupil Reports that provide feedback to the child, parents and schools on attainment and progress. 

3.21 WYM offers tuition in a broad range of instruments and voice but it is intended that both the instruments associated with a range of world music genres and the promotion of the full range of instruments associated with rock and pop music should be developed including the disciplines associated with urban music.

3.22 The current use of the Jam Pod technology in use at the Aspire Academy will be developed in order that other schools are aware of its potential for use in the classroom. 

3.23 A more catholic approach to the instruments that are available to young people and the genres that they can experience is being adopted which will broaden children`s experiences both in school and out. For example, the Hub is supporting the delivery of the World Dulcimer Congress that is taking place in Malvern in October 2015 which is attracting top practitioners from across the world. Not only will children and schools be able to visit the Congress performances individually but dulcimer artists performing at the Congress will be undertaking visits to schools across the County in order for them to experience the instruments and genres of music showcased at the Festival.   

3.24 We  engage with 76% of schools and teach over 9,000 pupils weekly but the provision is inconsistent across the County and across a range of pupil groups .It is intended that the number of pupils impacted upon will rise to 11,000 and the number schools engaging with the Hub and the Service will increase to 85% by September 2015. A number of developments will support this objective including changes to the SLA with schools which will highlight the value-added benefits of engaging with the Hub and the Service .A significant development in the SLA will be a commitment to provide continuity of provision even when a WYM teacher is unavailable –this will be achieved via the establishment of an extensive pool of agency supply teachers  We will also tackle incidences of WYM staff taking schools on privately whilst still employed by the Service. 

3.25 An important development, in addition to the annual pupil reports and on-going weekly assessment, will be the use of the full potential of the Paritor database to allow staff to record and update the progress of pupils remotely .This will enable them to be able to  access the information and update it at any point during the working week and also enable WYM  to  accurately monitor the progress of pupils on certain instruments and certain regions of the County ,draw comparisons and act accordingly.   

3.26 There is an increasing necessity to attract funds to WYM as result of the removal of Council-funding, the challenging economic climate and the development needs of the Hub. Despite the fact that WYM has consistently generated approximately £20,000 worth of annual income externally in recent years it is intended to raise at least £50,000 of external funding within the period 2015-2016.The Hub Development Officer post will be a key factor in achieving this objective.  

3.27 We have pledged our formal support to a bid by the Midland Arts Centre to Youth Music to generate opportunities for children in challenging circumstances and, if successful, we will be using the delegated funding to provide activities for Looked after Children with a particular focus on the Redditch area.   

3.28 There is currently a bid being formulated to the Heritage Lottery Fund that will involve the Hub, the University of Worcester, WYM Central Ensembles and the West Midlands Light Orchestra. The focus of the bid is to develop resources and repertoire growing out of the popular music performed during World War 1 and will be made available to all the schools in the County.

3.29 Whilst the proportion of pupils achieving the higher levels of attainment could be improved further it is relatively high in comparison to many other Hubs and Services. We currently have 3 students that have been accepted on to the NYO Inspire programme and we intend to develop these links further.The opportunities for our more talented musicians are enhanced via our engagement with the West Midlands Sparks partnership with the CBSO and Birmingham Conservatoire and our support for the West Midlands –wide OMG event.

3.2.10 WYM jointly promotes, with the Elgar School of Music, the Worcestershire Young Musician of the Year event and our developing partnership will generate a greater awareness of this high-level performance opportunity. 

3.2.11 Children and young people across the County  enter for a range of external music examinations but there is a need for increased access to a wider range of options for achieving accreditation.We intend to fully utilise our formal partnership with the Children's University ,roll-out Arts award to schools(especially P2L activity under Discover and Explore) as well the WYM ensembles and choirs and encourage a much wider take-up of the Music Medals option for children in the early years of learning. Discussions are currently taking place with Trinity College with a view to offering free examination entry and music to children and young people in receipt of Free School Meals from Initial Grades up to Grade VIII.     

3.2.12 There is a need for a more universal and coherent progression offer that will enable young musicians to achieve their potential to the highest levels of attainment .There are currently negotiations taking place with the Elmley Foundation to fund a County-wide progression offer in partnership with a range of professional and community groups. Underlying this programme will be the development of shared criteria with schools for the identification of musicians of exceptional talent even at the earliest stages of learning activity and signposting potential progression routes to them. 

These routes can be many and varied and will include opportunities to and from our partner organisations and others. For example, there are discussions currently taking place with the Elgar School of Music and Yamaha (Europe) with a view to offering out-of –school tuition across the County for those children and young people that, for whatever reason, cannot access these opportunities within the school day.

3.3 Ensembles

3.31 We are committed to ensuring that ensemble opportunities are available at the earliest stages of development and that access and inclusion is a priority. The English Symphony Orchestra(ESO) currently undertakes a great deal of work in the area of musical opportunities for SEND children and young people and the Hub will now work in partnership with  ESO to form a Special Needs Orchestra with a range of supporting tuition.   

3.32 Area Music Centres 

Six Area Music Centres (AMC) are situated in Bromsgrove, Evesham, Kidderminster, Malvern, Redditch and Worcester and currently number some 48 ensembles catering for beginners up to around grade 4 standard.Groups include; brass band, wind band, string orchestra, percussion ensemble, keyboard group, steel pans and guitar. There are weekly rehearsals with regular concerts and participation in an annual Gala Concert held at Symphony Hall, Birmingham.

The current list of ensembles is provided below:


BAMC Brass Ensemble


BAMC Junior Strings


BAMC Theory Classes


BAMC Woodwind Ensemble


KAMC Concert Band


KAMC Junior Strings


KAMC Senior Strings


KAMC Theory Tuition


MAMC Guitar Orchestra


MAMC Junior Concert Band 


MAMC Steel Pans


MAMC String Orchestra


MAMC Theory


RAMC String Orchestra


RAMC Theory Club


VAMC Concert Band


WAMC Beginner Band


WAMC Starter Strings


WAMC String Orchestra


WAMC Theory Class 1


WAMC Theory Class 2


WAMC Wind Band


B-Bromsgrove K-Kidderminster  M-Malvern R-Redditch V-Vale W-Worcester  

Despite the relative health of this offer being good there are many children and young people learning for which this offer is not accessible due to cost or that the instruments that they play are not provided for within the AMC offer. As stated in the Executive Summary, it is intended that the following actions will be undertaken within the academic year 2015-2016.


· Remove or significantly reduce the current AMC membership charge


· Provide performance opportunities and ensembles for a wider range of instruments e.g. guitar, drums and keyboard.


· Develop satellite school cluster activities especially for P2L pupils that will then feed in to the AMC for that region.

· Involve secondary school specialists in either directing or hosting a variety of ensembles.  

. 


3.34 Central Ensembles

As children progress we provide further challenge to our students through two further levels. They are:


Intermediate level, grade 4 to 6


· Symphony Orchestra, Wind Orchestra, Brass Band and Jazz Orchestra.


· Membership is by teacher recommendation


 Youth Level, grade 6 to 8 


•
Worcestershire Youth Orchestra, Worcestershire Youth String Orchestra, Worcestershire Youth Wind Orchestra, Worcestershire Youth Brass Band and Worcestershire Youth Jazz Orchestra.

3.35 All our ensembles have the opportunity to play regularly in a wide range of concert venues and performance spaces and all take part in an annual concert in Symphony Hall, Birmingham. Our youth groups take part in various festivals, both regional and national as well as tours to a variety of destinations in Europe and further afield such as South Africa, Australia and China. 

3.36 The Central Ensemble offer is strong but is need of further development both in terms of accessibility to talented young musicians not able to afford the fees charged and also in terms of the range of ensembles offered. There is currently no choral provision at this level or high-level opportunities for rock and pop musicians.

The actions for the next academic year will therefore be to:

· Re-visit the level of charges levied and develop a range of support for those families in financial need. The Friends of WYM would provide potential support for this development


· Establish a wider range of provision at this advanced level in order that, regardless of what musical activity a young person is involved in, they will be able to benefit from an appropriate level of ensemble and vocal activity.


It is intended that the roll-out of the new singing strategy and the new ` battle of the bands` event  will provide the spring board for the new provision. The rock event will now become an annual event that will itself provide a celebration of the talent that will emerge from locally-based events which will be delivered in partnership with the District Councils and their Arts Officers. 

3.4 Residential courses and workshops


3.41 We currently offer opportunities for children and young people to take part in annual residential courses. These take place over a weekend in the summer term and provide opportunities for a concentrated period of study and ensemble experience alongside the social and cultural benefits of a short stay away from home with peers. Specifically we run courses for strings, brass and percussion, wind and vocal. The courses are highly-valued but duplicate a similar offer provided by the ESO.From next academic year, the courses will be jointly-organised and delivered and will enable our young musicians to benefit from guidance from the ESO`s professional  musicians.

3.42 Whilst support for the residential courses is being maintained we are now looking to both increase accessibility to children from financially disadvantaged areas but also offer more residential opportunities to a wider range of young musicians. There is a keyboard course planned for summer 2015 and it is intended to establish a rock school- type course for young bands in the following academic year.


3.43 There is usually an annual tour abroad for one of the Central Ensembles and in July 2015 the Worcestershire Youth Brass Band will be visiting Indiana, U.S.A. for a 10 day schedule of performances.  

3.5 Friends of Worcestershire Youth Music (FWYM)


3.51 This is a parents association that not only represents the parent voice but also provides practical support for WYM ensemble activities e.g. front of house duties at concerts. Also, as a charity, it raises funds in order to support our activities. They have purchased a wide range of percussion equipment as well as supported the participation of individuals on some of the orchestral foreign tours. The latest acquisition is a set of four professional quality timpani. They will be represented on the advisory group for the music education hub.

3.52 Whilst the work of the group as set out above is to be commended and celebrated it is intended that the support and fundraising undertaken by FWYM will expand to areas other than support for ensemble provision.It is intended that it will support the current priorities and values of the Hub and Service either via subsidies for pupils in need but to also fund the establishment and for new activities and events.  

3.6 Singing Strategy

3.61 As part of the 2014 re-structure a teacher with responsibility for the development of vocal work was appointed and it is now intended to fully utilise the role in order to enhance the roll-out of the singing strategy as set out below.


3.62 The plans are well advanced but not finalised at the time of writing and maybe subject to some adjustments and changes.


3.63 It is intended to establish a significant partnership with Armonico Consort and, whilst the Consort will not deliver the totality of the Singing Strategy, it will make an important   contribution to it.


3.64 The partnership will be a formal one with a proportion of the Music Education Grant delegated to fund 25% of the activity –Armonico Consort will fund the remaining 75% from its own fund-raising.


3.65 The current proposals are that:

· We will establish two AC Academies in the County for largely primary school children who wish to take their singing beyond what their schools are able to provide.


· The AC Academy( South) will be based at Malvern Theatres, who ,as new Hub members, will fully support and subsidise the accomodation.The AC Academy(North) will be based at The Artrix and will operate in a similar manner to the Malvern Theatre- based provision.


· The next level of progression will also be regionally based with singers from the North of the County signposted to the offer provided by Wyre Forest Young Voices (under the auspices of Kidderminster Choral Society). The provision for   the South will be provided in a similar manner via a new relationship with Worcester Young Voices, an established high –level youth choir.


· For those young people that wish to pursue a different or additional route, the Armonico Consort will be offering a music theatre option complete with professional dramatic and music direction and the current plans include a performance of Les Miserables at Malvern Theatres.


· Armonico Consort will be rolling out their Choir Creation scheme across the County where schools can benefit from working with an Armonico animateur who will support the school choir leader for up to a term and consequently ensure that the choir, once established, will continue to flourish.


· In addition to the large scale singing opportunities provided by WYM, schools and children will also have access to the large scale performances staged by the Armonico Consort including joint performances with the AC Academy Ambassador Russell Watson and a 2016 performance at the Royal Albert Hall.

3.66 We have a strong partnership with the West Midlands region of The UK Association of Music Education - Music Mark and fully support the West Midlands Singing Consortium. This has enabled us to deliver a bi- annual singing event at Symphony Hall Birmingham providing a first class performance opportunity for many hundreds of children in the region.

3.67 Two proposed singing projects are being devised for the Kidderminster area with the Hub facilitating and supporting their development.

i) Kidderminster Choral Society is planning a Francis Drake Project which will involve 200 young singers, the Carnival Band and 6 of the area`s Primary schools. 

ii) A project has been devised to support the development of singing and vocal work for 4 schools serving the most disadvantaged areas of the town. The project is being led by a former Senior Manager from WYM.


Both of the projects are planning to secure external funding with a particular initial focus and bids to Youth Music but other sources will be explored.    

3.7 Remissions Policy


3.71 In order to provide access to music tuition to a broader range of children and young people, a sum of money has been made available from the  Music Grant to provide remittance towards the cost of instrument hire, tuition fees and ensemble membership for all those claiming for free school meals.


3.72 The current level of subsidy provided amounts to £80,000 and ,whilst there have been many examples of deserving children and young people receiving financial support, the use of the funding has not had the impact commensurate with the level of funding provided.

3.73 The Hub is aiming to utilise the funding to improve access to ensemble and choir membership, support for residential courses and trips and subsidy for instrument hire. Schools will now be expected, via a new Pupil Premium Guidance document, to provide support for instrumental and vocal tuition from the funding that they receive in order to support such activities for their pupils. 

4. Extension roles


4.1 Instrument Hire


4. 12 The provision of an instrument workshop that not only maintains the instrumental stock for the Service but delivers and collects from schools is a major feature of the Service.

4.13 We provide a comprehensive instrument loan service. This includes bulk hire to schools for whole class tuition and hire of individual instruments to parents at a rate well below commercial rates. Hire of instrument include a full maintenance package including a replacement instrument while repairs are undertaken.


4.14 Instrumental hire for FSM children is free. Further to this we provide free instruments for pupils in our ensembles that play specialist instruments. (For example; Baritone Saxophone, Cor Anglais, Eb Clarinet, A clarinet, Contra Bassoon etc.)

4.15 As we increase our stock of instruments it will provide us with both an asset to increase our income as well as to offer more free access to instruments to children and families on low income.

4.16 We intend through 2015-2016 to develop the work of the workshop both via allowing access to the facility to other Hubs and to promote its specialist work to wide range of organisations both in and out of Worcestershire.  


4.2 CPD


4.21 It is intended throughout 2015 – 2016 to significantly enhance the CPD role that the Hub currently undertakes via a variety of initiatives and routes.

4.22 Most significantly the University of Worcester is not only undertaking some of the visits to schools as part of the Schools Music Education Plan(SMEP) but also  will provide training and course opportunities at the University that grow out of the `challenging conversation` visits.Addtionally ,students from the University will shadow the visits by their lecturers and ,once the visit has been undertaken, will regularly visit the primary schools in order to provide support  via the University`s Students as Partners programme. 

4.23 An additional area of support for school staff will be an adoption of the Music Mark Schools Strategy which will enable those schools that engage with the   SMEP free Music Mark membership with the resulting access to on-line forums, resources and curriculum –based events staged by the organisation. 

4.24 The University appointed a Musician in Residence in 2014 and he will undertake outreach visits to schools and will provide support in composition (especially around the BBC Ten Pieces initiative) and the use of music technology.

4.25 The Service has made a significant response to the BBC Ten Pieces initiative and will not only provide Arts Award training for schools engaging with the initiative (in partnership with Arts Connect) but also provide  training sessions for school staff in the repertoire that will be used at our Ten Pieces Big Sing event. 


4.26 The most extensive CPD development in 2015-2016 will be the Hub`s role in re-establishing subject networks for Music both for Primary and Secondary schools. The Needs Analysis of 2013 identified that schools regretted the loss of the networks and the benefits that they brought. By working in partnership with key school practitioners across the county, the Hub will spearhead and support regular network meetings in order for often isolated school staff to meet together and share good practice. The Hub will also make the meetings available to staff from Hub partner organisations and WYM staff.


4.27 WYM continues to provide regular training days for its staff and   ensures that the days are focussed on current music and educational developments. There are plans in place for a Music Technology day and in the future there will be an open invitation to school and Hub staff to attend training days that might be of relevance to them.   


4.3 Large Scale high quality music experiences

4.31 The annual Gala Concert remains a feature of the Hub`s performance provision and future developments will result in a greater breadth in genres represented but also enhanced access for young performers in addition to the children and young people that are members of the WYM ensembles. For example, the two winning rock bands from the recent `battle of the bands 'event will be taking part in this year`s concert. With the significant agenda for change currently being undertaken by WYM there is no management capacity to organise the Gala Concert internally. An experienced independent Producer has been engaged who will undertake both the artistic and logistical responsibilities for organising the event. The 2015 Concert will have a Ten Pieces focus.


4.32 In addition to the Symphony Hall concert, there will be a Ten Pieces Big Sing event for over 1500 children (this will be filmed by the BBC) and a Voices and Vision Ten Pieces concert at Worcester Cathedral in order to showcase schools creative responses in music, dance and drama to the stimulus of the selected works. This event is being delivered in partnership with the County Arts Officer and his team.


4.33 As set out previously our recent  `battle of the bands `event was a great success and ,despite the cancellation of the West Midlands OMG event , our winning band will take part in a replacement event currently being planned by a number of West Midlands Hubs. The Worcestershire event was delivered in partnership with the Worcester Festival, MAS Records, the County Arts Officer and was led by our teacher with Responsibility for Rock/Pop. A website was especially developed for the Worcestershire event and this will now become a focus and means of promotion for rock and pop opportunities across the County.


Leadership, Governance and Management


5.1 WYM remains part of the Heritage Arts and Museums group within the Council which has now been expanded to incorporate the Library Service .The Directorate in which WYM sits has been re-configured and is now entitled the Business, Environment and Community Directorate. The Strategic Music Education Manager sits on the Senior management group and is consequently able to access even greater links and partnerships e.g. links to the Gypsy Roma community .The Worcestershire Arts Partnership (WAP) meets regularly with WYM a full and active member. It is intended to bring a greater alliance between the Hub and WAP which could result in the Hub being a constituent organisation of the social enterprise development that WAP is currently exploring or the WAP n being incorporated in to the social enterprise plans for WYM. 

5.2 Whilst not part of the Children Services Directorate, the current Director is fully supportive of WYM and is facilitating links with key School Improvement colleagues which will be developed further during the life of this Plan.


5.3 The Council acts as the Accountable Body and Lead Organisation in the Music Education Hub.  The Council’s in-house provider, Worcestershire Youth Music (WYM), is the main provider of music education in Worcestershire and this business plan explains the plans that have been developed by WYM to deliver against the National Plan for Music Education (NPME), as well as starting to show how partners are also delivering and will be included in the Hub.  The results of the needs analysis, as expressed earlier, will inform future delivery and a formalised governance model for the Hub. As has been set out previously the MEHAG will form the core group for the Hub and will be made up of the formal Hub partners. MEHAG will continue to advise and brief the Council in the development of the Music Education and the delivery of the NPME. Whilst the final constituency of the MEHAG for 2015-2016 has not been finally established the draft proposals are set out below.

5.4 Whilst WYM will remain within the Council within the period of the Business Plan it is important to point out that even when the spin-out from the Council is complete the formal links between the new organisation and the Council will be strong and embedded and the current strategic relationship with regard to the Hub will be largely unaffected.


5.5 The concept of a smaller Hub Management Council, as set out in the previous Business Plan, was never fully achieved due to the extreme pressure placed on the Service to achieve the re-structure of staff terms and conditions and management structure. The Management Council concept will now be allowed to lapse with the MEHAG forming the key strategic group. A wider range of affiliated organisations and specialists will be identified as Associate Partners and will meet annually in addition to regular e-communication and updates.

5.6 The University of Worcester has invited the Hub to become a formal University partner and as such will receive many advantages and benefits from this enhanced relationship. Many of the key developments have been set out elsewhere in this Business Plan but a key strategic outcome of this partnership is that the University has offered WYM accommodation at its St John`s campus both for the office base but ultimately for the Worcester-based and Central Ensembles. The University is currently devising a new Music in Education degree course for 2016-2017 with the Hub providing not only placements for the students but also providing instrumental and vocal tuition for the performance element of their course. 

5.7 The current make-up of the Hub is set out below:

		Neil

		Anderson

		Head of Service, Culture and Community



		John

		de la Cour

		The Elmley Foundation



		Trevor

		Jones

		Strategic Music Education Manager  



		Greg

		Hall

		Aston Fields Middle School



		Brian

		Hoggard

		Freelance Musician



		Paula

		Kelly-Edwards

		Burlish Park Primary School



		Debbie

		Langston

		Madresfield CE Primary School



		Cathy

		Foster

		King Charles I High School



		Natalie

		McVey

		Service Dev Co-ordinator, Young People 13-19



		Gill

		Clerici

		Chadsgrove Special School



		Julie

		Sutton

		University of Worcester (Inst of Education)



		Christina

		Timms

		Relationship Manager - Music Hubs



		Peter

		Tomlinson

		Chair



		Steve

		Wilson

		County Arts Officer





5.8 It is proposed that Brian Hoggard, Natalie McVey and Debbie Langston will become Associate Partners but no longer be members of MEHAG.The new members of MEHAG will be:

Peter Sheeran (English Symphony Orchestra-Elgar School of Music) Performance and Tuition


Nigel Burrows (Yamaha-Europe) Links to professional artists and tuition


Christopher Monks (Armonico Consort) Singing Strategy


Roz Robins (The Artrix) Venue support and links to visiting artists

Nic Lloyd (Malvern Theatres) Venue support and links to visiting artists

Potential partners are also Worcester Cathedral and the Three Choirs Festival but at the time of writing these have yet to be confirmed.     

5.9 Current Associate Partners will be:

Kidderminster Choral Society


The David Morgan Music Trust


Helen Mackeness Charitable Trust


Worcester Music Festival


Wychavon Festival of Brass


Music Therapy Works


Symphony Hall, Birmingham


Kidderminster Town Hall


Music Mark

Sing UK


Three Choirs Festival


MAC


Children's University

National Deaf Children's Society


This list will be added to and adjusted as the work of the Hub develops over the coming years. 

6. Human Resources

6.1 WYM is currently led by a Strategic Music Education Manager who took on the role in September 2014 on a 3 day a week contract with a specific focus on the key development areas required both the Service and the Hub. In order to provide enhanced support for the operational elements of the Service a new Deputy Strategic Music Education Manager was appointed in September 2014 in order to ensure the efficient day to day running of the Service.

6.2 Due to the significant and broad agenda for rapid change required it has now been agreed that the Strategic Music Education Manager will increase his contract to four days per week.  


6.3 Two Music Education Leaders (MEL`s) complete the senior management team together with the Business Manager. The MEL`s provide expert whole service leadership as well an overseeing activities in designated regions of the County. The Business Manager not only oversees the financial management of WYM but also provides budgetary and financial guidance on the most cost effective way of developing our work and maximising the use of our income and grants.

6.4 The 12 Salaried Teachers initially had a  focus on leading a specific instrumental specialism but their roles are becoming increasingly broad in order to enable WYM to deliver on-going improvements in its support for schools and WYM staff .The original re-structure indicated that Performance Management observations and meetings with staff would take place every two years but this has been adjusted with the Salaried Teachers (with support from the MELs) now undertaking annual Performance Management with their teams. This will not only ensure that staff are receiving regular support and monitoring but also indicate to schools the commitment that the Service, as the lead organisation of the Hub, is making to the maintenance of the quality of its provision. This development is budget neutral and has been achieved by a clarification and adjustment to the time allocated for this activity as part of the Salaried Teachers contracts.

6.5 We also have a senior instrument technician who oversees our instrument hire workshop and store with 1.2 fte staff in the workshop.


6.6 There currently sits within the structure a vacant Hub Development Officer post which will be part-funded via the Elmley Foundation. Due to the current process of reform of the Hub, appointment to this post has been suspended. It is envisaged that the post will be appointed to during the summer term 2015.


6.7 It is vital that WYM is able to maintain its provision in schools even when staff are unavailable for whatever reason. It is intended to establish a pool of agency staff by September 2015 which will not only enable short term project work to be undertaken but also ensure that there is continuity of provision for schools regardless of whether their usual teacher is available to teach. Continuity of provision is a key element of our improvement in support for schools and will be incorporated as a commitment in to our new SLA.   

7. Communications Strategy

		Stakeholder group

		Communication Method/s

		Message/ Action



		Schools




		Through managers/emails and teachers/website

		Representative Involved at strategic level



		Worcestershire Arts Partnership




		MEHAG meetings

		Representative Involved at strategic level



		Arts Council England (ACE)




		Meetings with relationship manager

		Updating progress



		Arts Connect



		Through MEHAG

		Updating progress



		WYM Staff 

		E-Newsletter

		Weekly communication



		Union Liaisons




		meetings

		Consultation meetings to be as required



		Heads of Music




		Through managers ,teachers and networks

		Updating progress

two 



		Chief Officers




		Through regular briefings and meetings

		Updating progress



		Portfolio Holders (Councillors)




		Through regular briefings and meetings

		Updating progress



		Local trusts




		Through representation in MEHAG

		Representative Involved at strategic level



		Community music groups 




		Through representation in MEHAG/email/website

		Representative Involved at strategic level



		Parents




		Through representation in MEHAG/email/website

		Representative Involved at strategic level



		Pupils




		Through representation in MEHAG/email/website

		Representative Involved at strategic level





Underpinning the Communication Strategy will be the development of brochures and flyers that will highlight to children and young people, schools, parents, community groups and other partner organisations the activities and support that the Hub and Service are able to provide.


A commercial company has been commissioned to undertake the marketing strategy with packs available for distribution to the groups listed above during the Summer term 2015.

8. Consultation with stakeholders/Needs Analysis

8.1 The 2013 Needs Analysis of Music Education in Worcestershire by Creative Options is still underpinning many of the recent developments in the Hub offer both in terms of the breadth of provision but also in identifying communities and pupils groups that are in need of greater support in order to access the Hub offer.

8.2 Analysis of data related to the take –up of the WYM instrumental offer has shown that the numbers of pupils learning brass instruments are declining. It is now proposed to tackle this problem by establishing a broad range of partnerships to establish a County –wide response to the issue via a focus on brass band activity. The current partners that will be involved are: Wychavon Brass Festival, Brass Band England, Yamaha (Europe), Worcestershire Youth Brass Band and all of the adult and community bands of the County with a particular input from David Stanley (former Chief Education Officer for Herefordshire and Worcestershire, former Chair of the British Federation of Brass Bands and current conductor of Arrow Valley Brass).


8.3 Whilst there are high-quality orchestral, brass band and choral   performance opportunities within the County for young people to be signposted to, there is no such semi-professional opportunity for wind players. As a consequence, the Hub is now supporting the establishment of Worcestershire Wind Orchestra which will work in close partnership with the Hub and will be launched in April 2015.  

8.4 The Area- based organisation of teaching and performance opportunities enables WYM Managers and staff to make well-informed judgements on what the needs of the communities and schools are in the six Areas and respond and advise accordingly. 

8.5 It is intended to provide access by the Hub to key demographic and socio –economic data so that strategies can be developed based on accurate data rather than assumptions.


8.6 An example of how valuable  accurate data can be is in the delivery of the ACE-funded Early  Hurly Burly programme which began its activities in January 2015.The partnership with the Schools Library Service  aims to use libraries as venues for musical activities for Early Years children .The project  focuses on areas of disadvantage and by analysis of data both on communities, the location of Children`s Centres and proximity to libraries the two selected areas were identified as Warndon and Kidderminster. 


8.7 It is vital that the views and opinions of the children and young people of the County are heard both in order to influence the offer that is being established but to also feedback on what they have experienced. There will be a Young People`s zone on the new website and there will be constant signposting of students to the website in order that this zone becomes an on-going and valuable insight in to the views of our students. An additional strand of consultation will be provided by engagement with the Arts Chat initiative which is being led by the WAP and organised across 5 regions of the County and supported by an Arts Chat Facebook page.     

8.8 The development of on-going engagement with a range of Headteacher, cluster meetings and school visits will increase which will enable the Hub to both raise awareness of schools to Hub-related activities but also ensure that the views and voice of schools are heard and responded to. Additionally, meetings have taken place with ContinU (which represent s and supports the 7 Wyre Forest High schools) with the organisation committed to   acting as an advocate for the work of the Hub. Discussions with Arts Connect have now resulted in us being able to utilise their relationships with schools and for the organisation to act as a conduit for promotion of the opportunities provided by the Hub. The school representatives on MEHAG will also provide additional guidance and feedback on the activities that the Hub and WYM are offering and developing.

8.9 Gathering views of parents with respect to our tuition in schools is developing. While there is communication between parents and WYM teachers through use of pupil notebooks, a further development is the implementation of parents’ evenings held at music centres and access by parents to guidance and information found on the forthcoming new Hub and Service website. 

8.10 WYM has a large team of teachers operating in a large County and, despite the Area-based nature of teaching and an ensemble, communication with staff is a constant challenge. In response to this issue, a weekly e-newsletter is distributed to all staff entitled Fanfare in which operational information is shared as well as good news stories and pointers to a range of training opportunities and performance opportunities.


8.11 The Paritor database is a bespoke tool for use by Music Services and has the facility to communicate with all staff easily by text message and particularly urgent or important messages are distributed via this method e.g. last minute schools closures.   


9. Risk Register

		Risk

		Containment Action Required

		Action /Progress



		Process of change and ensuring that all stakeholders are engaged with the vision in National Plan for Music Education

		Increased partnership working both by the Hub and WYM.

		On-going meetings and e-updates



		Reducing traded  presence in schools with consequent fall in income and impact  

		Develop a broad and relevant offer which will be marketed professionally and vigorously 

		Budget / Financial analysis in progress/Marketing strategy



		Challenges in achieving social enterprise status.

		Ensure that financial modelling, political and staff engagement are robust and on-going and that the transfer date is right for the Service. 

		On-going work with the WCC Project Team



		Lack of effectiveness in leadership and managerial performance

		Ensure that the management structure is embedded ,fit for purpose and focussed on the broader needs of the Service

		On-going monitoring and review 



		Uncertainty of MEG funding post-2016

		Develop and deliver a robust Hub Improvement Plan and continue to develop the offer to schools in order to improve buy-back levels whilst improving the levels of external funding.

		On-going monitoring and review
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WORCESTERSHIRE COUNTY CORPORATE TAX AND VAT IMPLICATIONS
COUNCIL OF A CHANGE IN THE LEGAL STRUCTURE

OF WORCESTERSHIRE YOUTH MUSIC
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1.7

BACKGROUND AND INTRODUCTION

Worcester Youth Music (“WYM”) provides music tuition to young people in Worcestershire
through teaching, ensembles and orchestras. It currently employs 99 staff and has an annual
income in the region of £1.6m, from charges for its services and Arts Council grant income.

WYM is currently part of Worcestershire County Council (“WCC”) which is currently
considering the best governance option to ensure that WYM can continue to lead the Music
Education Hub and deliver high quality music tuition in Worcestershire.

One of the options for reorganisation which is being explored is to set up a separate legal
entity to operate WYM outside the control of WCC. The other options are to continue to
operate as part of the County Council or to carry out a commercial tendering process.

This report explores the VAT and direct tax implications of the various forms of separate legal
entity which could be established to operate WYM, and also comments on the VAT treatment
of the transfer of the activity by WCC to a newly established entity.

In particular, the nature of the new entity will be critical to its VAT position as it will determine
whether VAT needs to be charged on the supplies it makes and the recovery of VAT on its
costs, including any VAT incurred on the initial acquisition of the assets from WCC.

Following discussions with WCC staff currently involved with the management of the WYM
service, our reports considers three options for the future operation of WYM: -

¢ A non-charitable company limited by guarantee;

e A company that is a registered charity; and

e A community interest company.

Based on these discussions our report has not considered other options such as a company
limited by shares or a limited liability partnership because these are not considered

appropriate structures for the WYM service.

The brief of the report excludes any advice in respect of the legal, accounting or employment
tax (PAYE) implications of the new entity.





WORCESTERSHIRE COUNTY CORPORATE TAX AND VAT IMPLICATIONS
COUNCIL OF A CHANGE IN THE LEGAL STRUCTURE
OF WORCESTERSHIRE YOUTH MUSIC

2. EXECUTIVE SUMMARY AND RECOMMENDATIONS
VAT issues
2.1 If the activity of WYM is transferred to a new, separate, legal entity the VAT treatment of the

income received and the VAT recovery regime for related costs will change.

2.2 Education, and closely related goods and services, supplied by an “eligible body” are exempt
for VAT, with no VAT recovery on related costs. If the new body were an eligible body, most
of its supplies would be exempt for VAT.

2.3 If the body was not an eligible body then all supplies would be subject to VAT and this would
form an additional cost for some customers (mainly pupils/parents paying personally).

2.4 If the new entity is an eligible body and makes only exempt supplies VAT registration will not
be possible and there will be no VAT recovery on costs. The annual VAT cost of this has been
estimated at £60,000.

2.5 The VAT treatment of the transfer of assets to the new entity will need careful review,
particularly if the new entity will not be registered for VAT.

Corporate tax and other issues

2.6 The table below summarises the legal and tax structure of the three options considered: -

Regulator ' Other Taxes

Companies Charity CIC Corporation Stamp Business
House Commission Regulator Tax Duty Rates
Land
Tax
Company limited v x x v v v
by guarantee
Company limited 4 v x x x x
by guarantee &
registered charity
Charitable x v x x x x
incorporated
organisation
Community x x v v v v
interest company
Corporate Tax
2.6 If the activity of the WYM is transferred to a new, separate, legal entity it is likely to be liable to

Corporation Tax on any surpluses unless it is a registered charity. This will result in a tax
leakage from any surpluses generated and mean that greater surpluses will need to be
achieved to generate target reserves and to allow reinvestment in new music equipment
and/or service provision.

2.7 If undertaken by a non-charitable entity (i.e. a company limited by guarantee or community
interest company) it may be possible for any surpluses arising on the provision of the Youth
Music service to be considered to be mutual trading and therefore not subject to tax. This
would require the members of the company to be the participators in the service (i.e. schools,
pupils/parents) only. This may be difficult to achieve given WCC'’s close relationship with the
service.
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Operating as a registered charity provides a tax exemption on most forms of income that
WYM will receive and would also bring the opportunity to make Income Tax reclaims using
Gift Aid on any donated funds. If structured correctly, this could include some income from
fundraising events such as concerts.

Business rates

Operating as a registered charity will also enable the entity to benefit from 80% mandatory
business rate relief, and possibly up to a further 20% relief on a discretionary basis. Neither
of the other two options provides this relief, which would go some way to offsetting the VAT
cost.

Stamp Duty Land Tax

Similarly, a charity would be able to claim exemption from Stamp Duty Land Tax in respect of
property acquisitions which again neither of the other options offers.

Recommendations

Further consideration should be given to whether or not the new entity is an eligible body for
the purposes of the VAT exemption for education, taking into account the effect on the prices
charged, the VAT cost of expenditure and the impact on the transfer of assets.

Subject to this point, a charity would appear to provide the most appropriate business
structure for the WYM service operating as a new, separate, legal entity.

It is also recommended that WYM seek independent legal and accounting advice on the set
up of the proposed entity. Should a charity be the chosen option, early discussions with a
charity law specialist will be essential to successful implementation. Consideration will also
be needed to the Charity Statement of Recommended Practice (“SORP”) for accounting
purposes, particularly the accounting treatment and valuation of any assets donated to the
new entity by WCC such as musical instruments.
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VAT ISSUES
Current VAT position

As part of WCC, WYM currently benefits from the special VAT recovery rules which apply to
local authorities under VAT Act 1994 s33.

Most of the income received by WYM is treated as relating to a non business activity and is
not therefore subject to VAT, but VAT is recovered in full on all the costs incurred.

In addition, the receipt of grant income has no impact on VAT recovery.

If the activity of WYM is transferred to a new, separate, legal entity the VAT treatment of the
income received and the VAT recovery regime for related costs will change and will depend
on the nature of the new entity. In addition, the VAT treatment of the transfer itself will also
need to be considered.

Income

To the extent that the income relates to a business activity, the VAT treatment of income
related to education depends on the status of the entity making the supply. In situations
where a supply of goods or services is being made in return for payment, other than by a local
authority, then this is likely to be considered to be a business activity. However, the receipt of
grant income may be considered to relate to activity other than business activity and this may
impact on VAT recovery by the new entity which will not benefit from the special rules in s33
VAT Act 1994.

A key consideration regarding the VAT treatment of the income will be whether the new entity
which will operate WYM will be an eligible body for the purposes of the VAT exemption for
education (VAT Act 1994 Schedule 9 Group 6). Further details of the exemption are set out in
Appendix 1, but in summary if the body providing the education is not able to distribute any
profits and reinvests any surplus it makes in the provision of future supplies of education, then
it will be an eligible body. The way in which the new entity is constituted will therefore be
critical to its VAT position.

Education supplied by an “eligible body” is exempt for VAT, with no VAT recovery on related
costs. Supplies of certain goods and services which are considered to be closely related to
the supply of education will also be exempt for VAT. Other supplies of goods and services
may be subject to VAT.

Income streams and VAT treatment

The current income streams received by WYM are as follows: -

e Music tuition supplied to schools;

e Music tuition supplied to pupils/parents;
e Courses and trips;

e Concerts;

e Sale of instruments;

e Hire of instruments.
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We understand that all these income sources are currently treated as non business activities
for VAT.

If the new entity was an eligible body for VAT purposes, then most of this income would be
exempt for VAT, with the possible exception of the concert income which would be subject to
VAT if it related to the sale of tickets for these events.

Trips will only fall within the VAT exemption if they do not make a surplus and are closely
linked to the supply of education.

Assisted instrument purchase scheme

Under the local authority VAT rules, WYM is currently able to recover VAT on the purchase of
instruments for resale at cost to pupils who are receiving education from WCC. This is
because the sale of the instrument at cost is treated as ancillary to the non-business provision
of education to the pupil, and VAT relating to non-business activities can be reclaimed by
local authorities under VAT Act 1994 s33.

However, if WYM leaves local authority control and becomes a separate entity, the education
it provides will be treated as an exempt business activity and the related VAT, including the
VAT on instruments purchased for resale at cost, will not be deductible.

Further consideration could be given to ways in which the previous VAT position could be
retained. For example, it may be possible for instruments to be purchased by WCC schools
and resold by them to pupils. Provided that music tuition was then provided by WYM to the
school and then by the school to the pupil, then the VAT on the instrument may then be
recoverable by WCC. Please note that further detailed consideration of the way in which this
would operate would be required in order to ensure that the VAT objective could be met.

If the new entity was not an eligible body, then all the supplies listed above would be subject
to VAT.

In considering VAT registration, it is important to take into account the VAT recovery status of
the customers to which charges is made.

To the extent that the customers are local authority schools, academies or free schools, all
VAT which they incur which relates to the operation of the school can be recovered and VAT
would not therefore be an additional cost for these customers. However, where supplies are
made to private individuals (i.e. pupils and parents) VAT cannot be recovered. In addition,
VAT charged to an independent school would not be recoverable. In cases where VAT cannot
be recovered by the customer the addition of VAT is effectively an increase in the price of the
supply which is being made.

The VAT treatment of the grant income which will be received by the new entity will also need
further consideration. If funding continues to be provided by the Arts Council on similar terms
to the current agreement with WCC then it is likely that the income received will be outside
the scope of VAT. However, if the new entity will be VAT registered and able to reclaim VAT
which relates to its business activities it will also be necessary to establish whether the receipt
of grant income it will have any effect on its ability to recover VAT on its costs. If the new
entity will not be registered for VAT then this will not need further consideration.

Expenditure

VAT on expenditure will only be recoverable if the entity which incurs the costs is registered
for VAT, and the VAT concerned relates either wholly or partly to taxable business supplies. It
is therefore important to consider and quantify the implications for VAT recovery of the VAT
liability of the income to be received by the new entity.
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If only exempt supplies were made by the new entity, VAT registration would not be possible
and there would therefore be no VAT recovery on costs. A review of the budgeted costs for
WYM for 2013/14 indicates that the annual costs of the WYM operation would be increased
by about £60k if no VAT recovery was available on direct costs and recharged costs by WYM
(e.g. HR). This includes VAT on instruments purchased for assisted purchase and assumes
that VAT would be incurred on all accommodation related costs including rents. , In addition
to this VAT cost the possible VAT treatment of the initial transfer of the assets will need some
further consideration (see 3.20 — 3.26 below).

VAT registration options
If the new entity is an eligible body for VAT: -

e No VAT will be due on income from the provision of education or closely related goods
and services;

e VAT registration will only be required if other taxable supplies exceed VAT registration
threshold of £81,000 pa (it can be considered voluntarily if supplies fall below this level);

e VAT recovery on costs will only be available to the extent that purchases relate wholly or
partly to taxable supplies;

e VAT Transfer of Going Concern (“TOGC”) treatment may not be applicable (if not VAT
registered, even if allowed for transfer from local authority).

If the new entity is not an eligible body for VAT: -

e VAT registration will be required on the basis that taxable supplies for VAT will exceed
the VAT registration threshold;

e All supplies are subject to VAT at 20% (with the exception of sales of sheet music which
are zero-rated);

e VAT is recoverable in full on all both direct and overhead costs.
Combination of entities: -

e Consideration could be given to a VAT group registration made up of an eligible body
(such as a company limited by guarantee with charitable status) and a non eligible body
(such as a company limited by shares). This could be considered further in the future, for
example if a trading subsidiary was required as a result of the level of trading activity for
direct tax purposes.

Proposed transfer of activity

In some circumstances there is a relief from VAT for the transfer of a business as a going
concern. There are a number of conditions which need to be met in order for this treatment to
apply, and among these is a requirement that if the transferor is VAT registered than the
transferee is also VAT registered. Additionally there is also a requirement that the activity
being transferred needs to be a “business”.

There is some doubt regarding the application of these provisions to the transfer of an activity
from a local authority to a new entity on the basis that the activity will not have been treated
as a “business” when operated by the local authority.

If the structure decided upon would mean that TOGC treatment was critical to the financial

viability of the new entity (i.e. if any VAT charged on the transfer would not be recoverable in

full) then a ruling on this point will be required from HMRC and further consideration will need
6
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to be given to the proposed structure in the light of the possibility that VAT may need to be
accounted for on the transfer of assets to the new entity.

If TOGC treatment did not apply to the transfer then all the VAT liability of the supply of each
of the assets being transferred would need to be considered. There are some circumstances
in which HMRC have the power to direct that an open market value should be used for a
supply of goods including some circumstances where there is no consideration for the supply.
In view of the value of the musical instruments which may be transferred, any VAT charge
arising from the transfer may be significant if TOGC treatment is not available.

In addition, HMRC have a power to direct that an open market value should be used for a
supply for consideration between two connected parties where the party receiving the supply
is not able to recover VAT in full.

Connected parties for this purpose are defined according to direct tax legislation (Corporation
Taxes Act 2010 s1122 and Income Taxes Act 2007 s993). In particular, a company is
connected with another company if: -

e the same person has control of both companies;

e aperson has control of one company and persons connected with him/her have control of
another company (connected individuals include spouses, civil partners, siblings and
lineal descendents);

e a person has control of one company and that person along with others connected to
him/her have control of another company

Control in this sense means the power of a person to secure the affairs of a company are
conducted in accordance with their wishes either by the holding of shares, possession of
voting power or any other powers conferred by the Articles of Association or other governing
document.

A local authority would be considered to be a company (or “body corporate”) for the purposes
of this legislation.

For example, a company limited by guarantee would be connected to WCC if (under the
Articles) more than 50% of its members could be appointed by WCC. This would mean that
WCC would be in a position to control the company based on voting in meetings and the
Articles. We would be happy to provide further advice on the application of this legislation to
any other legal entities being considered by WCC.

It will therefore be important to ensure that the new entity is not connected to WCC under
these provisions in order to ensure that HMRC could not issue an open market value direction
in respect of the asset transfer. The contractual provisions concerning the asset transfer will
need detailed review to address this risk.

If HMRC were able to direct that VAT should be accounted for on the open market value of
the assets to be transferred to the new entity, it is possible that a significant irrecoverable VAT
cost could arise. We understand that the current written down value of the instruments is
£1.5m, and if this was an accurate measurement of the open market value there would be a
VAT charge in the region of £300k. This VAT would not be recoverable by WYM.

In summary, this VAT cost will arise if the new entity will make exempt supplies of education
and will not therefore be VAT registered and is also considered to be connected to WCC
under the legislation set out above.
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OPTION 1 — COMPANY LIMITED BY GUARANTEE
What are the characteristics of this structure?

A company limited by guarantee (“CLG”) is a company incorporated under the Companies Act
2006 (and registered with Companies House). The liability of its members is limited to such
amount as the members undertake to contribute to the assets of the company in the event of
its being wound up.

This liability can be for any amount (large or small) but is commonly £1 or £10 per member,
and the relevant amount will be stated in its Articles of Association. In the event of a winding
up, the members at that time are required to contribute up to the amount of their guarantee
towards the payment of debts.

A company limited by guarantee is a common format for clubs, societies, trade associations
and non-profit making organisations generally. They have the practical advantages of
corporate status i.e. limited liability. Whilst they do not have an absolute prohibition from
distributing funds to members, many guarantee companies have restrictions in the Articles on
profit distribution which makes them ideal for not for profit organisations.

Corporate Tax implications
Tax status
In general, a CLG is a company like any other for tax purposes.

If it is trading, investing, making chargeable gains or receiving rents it will be subject to
Corporation Tax in the normal way. A summary of the current Corporation Tax rates, bands
and submission deadlines are shown in Appendix 2.

In the absence of any relief or special rule applying, any annual profit arising would be liable
to Corporation Tax at 20%. An annual tax computation would be required to adjust the
accounting profits for tax purposes. Common items which could be adjusted include
increasing the profit for non-allowable expenses such as entertaining and depreciation, and
reducing the profit for specific tax deductions such as capital allowances. Adjustments may
also be required to separate (or “stream”) certain types of non-trading income such as bank
interest and rents.

Should the company make a loss on its normal trading activities then that loss can be offset
against any other profits arising in the same year (i.e. rents or bank interest) and then can
either be carried back up to one year, or carried forward indefinitely. Trading losses carried
forward can only be offset against profits of the same trade.

The tax treatment of the income and gains of a CLG may vary depending on its status. There
are various special circumstances which can apply to a CLG such as charitable status and
mutual trading. The impact of charitable status has been considered separately in Section 5.

Mutual trading

A company which is classed as a mutual trader is not liable to tax on any profits arising from
their mutual trade. This is as a result of the principle that a person cannot trade with
themselves. Mutual traders remain liable to tax on any profits not falling within this definition
—commonly this includes rents and bank interest but also capital gains.

Some of the activities of WYM such as the tuition and sale/hire of instruments have the feel of
a potential mutual trading activity in the right circumstances. Appendix 3 provides some
further guidance on the characteristics of mutual trading.

8
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In order to qualify as mutual trading the members of the company would need to be those
benefitting from the service i.e. schools and individual pupils (and not WCC). It would also
require any surplus in the event of dissolution to be returned to the same members.

Given the likely ongoing relationship between WCC and the Youth Music service this model
may not be appropriate.

If the company cannot meet the mutual trading conditions, it will be liable to tax in full on any
profits.

Treatment of grant income

The tax treatment of grant income received from the entity from the Arts Council (and/or other
funders) is partly determined by the nature of the company and the services being provided.
In their Business Income Manual, HMRC’s guidance outlines that much depends on whether
the entity is supported entirely by altruistic bodies or individuals, or whether a
customer/supplier relationship exists.

Whilst WYM is supported by the Arts Council, a customer/supplier relationship certainly exists
between the service and the schools/pupils that receive tuition and buy or hire instruments.

On this basis, the grant income will be deemed to be meeting revenue expenditure and will be
considered to be a trading receipt.

Where specific grants are received which are capital e.g. to fund purchases of musical
instruments then the grant reduces the capital expenditure which qualifies for capital
allowances.

Profit retention

If WYM wishes to build up reserves for the purposes of reinvestment e.g. in upgrading
musical instruments, then this will be from post-tax profits. It is understood that WYM has a
target reserve of £90,000. Under this model (and assuming current tax rates) pre-tax profits
of £112,500 would need to be generated to create reserves of £90,000.

VAT implications

Provided that the Articles of the Company prevent it from distributing any surplus and require
any surplus to be reinvested in supplies of the same kind, then it will qualify as an eligible
body for the purposes of the VAT exemption for education. If eligible body status is not
required, further consideration of the Articles would be required in order to achieve this.

Other implications

A company limited by guarantee will be subject to full business rates and Stamp Duty Land
Tax on property acquisitions like any other commercial company.
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OPTION 2 — COMPANY LIMITED BY GUARANTEE - REGISTERED CHARITY
What are the characteristics of this structure?
The basic characteristics of the structure are as outlined in 4.1 — 4.3 above.

In order to achieve charitable status there are some additional requirements for both legal and
tax purposes. Firstly, the Articles of Association of the company need to be suitably drafted
so that: -

e No surpluses can be distributed to members;

e Assets can only be applied for charitable purposes; and
e It must operate in the best interests of the charity.

The charity’s objects within its Articles must fall within one or more of 13 charitable purposes
as outlined in the Charities Act 2006. Given the nature of the WYM service it is anticipated
that the objects could be suitably drafted to fall within the “advancement of arts, culture,
heritage or science” purpose and/or the, “advancement of education”.

The object must also be for the “public benefit”. For the purposes of this analysis, it is
assumed that the activities of WYM would meet the definition of public benefit.

It is recommended that an appropriate charity lawyer is engaged to draft the Articles of
Association should this option be pursued.

The company then needs to apply to the Charity Commission for registration. In addition to
the annual Companies House obligations, it will also need to file accounts and an annual
return with the Charity Commission and will be subject to Charity Commission regulation
oversight.

Assuming, Charity Commission registration is granted, the company needs to make a
separate application to HMRC for acceptance as a charity for tax purposes. In order to be
accepted as a charity by HMRC, the company must meet four conditions: -

e Thatitis established for charitable purposes only;

e That it is subject to the control of a court in the exercise of that court’s jurisdiction with
respect to charities (in the UK that is the High Court);

e That it is registered with an appropriate charity regulator (in the UK this is the Charity
Commission or the Financial Conduct Authority); and

e The persons who have control and management of the organisation must be fit and
proper persons. In essence, this bars someone with a conviction for fraud (including tax
fraud), who is known to have used a tax avoidance scheme involving charities or has
been disqualified from acting as a director or trustee.

As an alternative, a Charitable Incorporated Organisation (“CIO”) could be used. This is a
relatively new type of entity which has many of the same characteristics as a company limited
by guarantee which is a registered charity but only requires one registration process with
Charity Commission (not Companies House). It therefore is slightly simpler to administer and
there is also a less punitive regulatory regime.

10
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There are some drawbacks to a CIO, principally that if for some reason the entity ceases to
qualify as a charity then it ceases to exist and would need to be wound up i.e. assets
distributed to other charities. A charity which is a company limited by guarantee does not
cease to exist if it loses its charitable status.

A CIO also has no way of offering a debenture or secured charge over its assets as security
for borrowing. This means that if the CIO wishes to borrow its trustees will be required to give
personal guarantees which defeat the purpose of operating through an incorporated entity.

The tax and VAT implications of operating as a CIO are the same as for a company limited by
guarantee registered charity (outlined below), but it is anticipated that a CIO will not be
appropriate for WYM.

Corporate Tax implications

Charity exemptions

As a charity, the company would be exempt from Corporation Tax on the following income
sources: -

e Trading from its main (or “primary”) purpose. In WYM'’s case this would include income
from music tuition, courses and trips, sale of instruments to and hire of instruments by
pupils/schools, plus any grants received to support these activities;

e Trading from “small scale” non-charitable (or “non-primary purpose”) activities up to an
upper limit of £50,000 of turnover. It is not envisaged that WYM will have any such
income unless it becomes involved with selling or hiring musical instruments to the
general public or were to open a high street music retail outlet;

e Rental income;

¢ Interest and other similar payments e.g. royalties for the use of a logo;
e Gift Aid receipts;

e Dividends;

e (Capital gains;

e Lottery income where the charity is the registered promoter.

These exemptions apply provided that the company applies the income for charitable
purposes. This includes funds spent directly on charitable activities and the charity’s
beneficiaries and administrative and governance costs.

It should be noted that the exemption does not apply to certain types of miscellaneous income
including underwriting commission and overage arising from a “slice of the action” contract on
a property sale.

There is also an exemption for certain fundraising events. This exemption also applies for
VAT purposes, and is subject to a number of conditions which are outlined in Appendix 4. An
event such as a concert or stage production (any event which has a paying audience) could
fall within this exemption provided the other conditions are met. For WYM it could also fall
within the primary purpose exemption if the performers were purely the orchestras/musicians
taught or organised by the charity.

11
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5.16  If an event falls within the exemption then the trading profits from the event are exempt from
Corporation Tax. This includes profits from:

e Admission charges;

e Sales of programmes and advertising income;
e Sales of gifts and souvenirs;

e Charity auction and raffles;

e Corporate sponsorship.

Interaction with Gift Aid

5.17 It is commonly thought that because the organiser is a charity, payments for admission to
events, or tickets for an event/concert can be made under Gift Aid. This is not the case.
Where the payment is in exchange for something it is not a donation and cannot be Gift
Aided.

5.18 If a donation is made on top of the ticket price and the donation is purely voluntary, then that
amount can be paid under Gift Aid. If the donation is significantly larger than the ticket price,
and the ticket price falls within the donor benefit limits, then the whole payment can be Gift
Aided, including the ticket price. These rules are illustrated in the table below.

TICKET PRICE FOR AMOUNT ACTUALLY AMOUNT THAT CAN BE GIFT
CONCERT PAID FOR A TICKET AIDED

£25 £25 None.

£25 £100 (it is clear that any £75.

amount over £25 is
entirely voluntary)

£25 £1,000 £1,000 (because the benefit
limit for a donation of £1,000 is
£25).

Admission is statedtobea £25 None — the minimum donation

minimum donation of £25 is treated as the admission
price.

Admission is statedto bea £50 None — the payment is not

minimum donation of £25 purely voluntary, and it is

therefore treated as a payment
for admission.

5.19  Further rules on the operation of Gift Aid, including when it might apply to a charity auction are
included in Appendix 5.

Use of a trading subsidiary

5.20 Itis common for charities to establish a trading subsidiary to undertake an activity which is not
regarded as being a primary-purpose trading activity. By allowing a separate company to
undertake the activity the charity is able to avoid a charge to Corporation Tax on any profits
arising. A trading subsidiary does not benefit from the charitable tax exemptions outlined
above, and is therefore taxable on its profits under normal Corporation Tax principles.
However, it is usual for the subsidiary to pay all of its profits to the parent charity as a Gift Aid
donation.

5.21  The Gift Aid donation (provided it is a wholly charity owned subsidiary and the donation is
paid within 9 months of the year end) is an allowable deduction in the subsidiary. It is
important to note that the tax relief for the donation is given based on payment, so the
donation must be a physical payment (e.g. cheque or bank transfer) and cannot simply be an
accounting entry between the two entities.

12
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For the charity, the Gift Aid donation is a non-taxable receipt.

It is not only non-primary purpose trades that are conducted through a subsidiary. Subsidiary
companies can also be utilised for VAT reasons and in some cases it may be that third parties
may require activities to be undertaken in a separate company either to meet funding
requirements (e.g. grant giver for a specific purpose) or for commercial risk reasons. An
example of where a subsidiary might be required for risk reasons would be if the company
decided to run a large scale annual event such as a music festival.

There are a number of other aspects to consider when setting up a trading subsidiary such as
what type of company to use, how it will be funded, whether it will own assets and ensuring
transactions between the subsidiary and its parent company are at arm’s length. Detailed
advice should a trading subsidiary be considered desirable.

Other Corporation Tax issues

Consequences of a non-primary purpose trade

If a charity has a non-primary purpose trade (where turnover exceeds £50,000) and it is
profitable then it will pay Corporation Tax on tax adjusted profits. A tax computation will be
required to calculate the profit which will need to adjust for allowable expenses (direct costs,
overheads apportioned on a “just and reasonable” basis and capital allowances).

If the tax adjusted figure for non-primary purpose trade is a loss, the loss is considered to be
non-charitable expenditure. The charity is deemed to have subsidised non-charitable
activities from its charitable income and as a result loses the charitable exemption on an
equivalent amount of income.

As long as the charity is able to demonstrate (from meeting minutes etc.) that activity has
been operated with a view to a profit, then the loss can be offset against the deemed income
resulting in no tax due.

If the charity cannot demonstrate that the non-primary activities were conducted on a
commercial basis then the loss cannot be offset and the charity will be left with taxable
income.

Non-qualifying investments

One of the reasons that it is important to consider how the company is financed when setting
up a new trading subsidiary is that there can be tax consequences for the charity. If an
investment (which includes shares and loans made) is deemed to be non-qualifying then the
charity will be liable to Corporation Tax on the amount of the non-qualifying investment.

In order to be treated as “Qualifying”, it is necessary to ensure that the loan or investment is
for the benefit of the charity and not for the avoidance of tax.

Investments are normally regarded as qualifying if they are made on sound commercial
grounds i.e. if a good return can reasonably be expected in light of the risks involved
(expected Gift Aid donations can be included in the assessment of return). The charity
trustees should prepare budgets and cash flow forecasts on a fully costed basis to determine
whether the subsidiary (or indeed any other investment decision) is an appropriate use of
charity funds.

Investments by way of loans should be secured, subject to a market rate of interest and there
should be a formal loan agreement with repayment terms.
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5.33

5.34

5.35

5.36

5.37

5.38

VAT implications

In order to qualify as a registered charity the Articles of the Company would need to prevent it
from distributing any surplus. For a charity to qualify as an eligible body for the purposes of
the VAT exemption for education, there will an additional requirement that any surplus from
the provision of education should be reinvested in supplies of the same kind.

Other implications

Business rates

One potential additional advantage of operating as a charity is that the company should be
entitled to mandatory 80% relief from non-domestic rates where the property is wholly or

mainly used for charitable purposes.

A local authority can also give up to a further 20% so that full relief could apply at their
discretion. Discretionary relief varies between local authority areas.

Premises occupied by trading subsidiaries will not be eligible for mandatory relief.

Stamp Duty Land Tax

Charities are also exempt from Stamp Duty Land Tax (“SDLT”) provided the land is held for
qualifying charitable purposes and is either being used in furtherance of the charitable
purposes of the purchaser or those of another charity; or as an investment with the profits
derived from the land being applied to the charitable purposes of the purchaser.

Again trading subsidiaries do not benefit from the SDLT exemption so care needs to be taken

over transactions involving only partial occupancy of a building for charitable purposes,
changing usage of the building and transferring ownership to a subsidiary.
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

6.11

OPTION 3 — COMMUNITY INTEREST COMPANY
What are the characteristics of this structure?

Community Interest Company’s (“CIC’s”) are a type of limited company designed specifically
for those who wish to operate for the benefit of the community rather than for the benefit of
the company owners/shareholders.

They are incorporated under the Companies Act and as such are solely regulated by
Companies House. Whilst they have their own specific company law regime, they are still
subject to the normal company law requirements in terms of submitting accounts, annual
returns and other business law such as insolvency.

CIC’s can be formed as either a company limited by shares or a company limited by
guarantee. In addition to this they must have an “asset lock” to prevent assets being
distributed except as permitted within the legislation. Generally, assets can only be
transferred e.g. on winding up, to another CIC or charity with similar objects.

CIC’s must also have within their objects to provide benefits to the community, rather than to
the individuals who own, run or work in them (this is known as a “community interest test”. It
is effectively a test of motivation for forming the company.

They can be attractive to local authorities who wish to: -

e Ring fence certain activities in a separate corporate vehicle;

e Have a particular kind of relationship with third party business partners or wider
stakeholder groups; and/or

e Carry on activities on a more (or less) commercial footing, but with an externally validated
assurance of “community benefit”.

In WYM’s case, a CIC could be attractive to WCC because of the ability to prevent any
distribution of assets e.g. musical instruments currently owned by the Council and the
assurance of community benefit (through the CIC regulator) even though the entity is not
directly controlled by the Council.

It is important to note that a CIC cannot have charitable status in law and is not regarded as a
charity for tax purposes.

Corporate Tax implications

As a limited company, a CIC is liable to Corporation Tax just like any other company. It will
be chargeable on trading profits and on its investment income and gains.

A CIC is eligible for any reliefs which are generally available to all companies, but there are no
specific tax exemptions/reliefs available.

In effect, the corporate tax position will be the same as for the company limited by guarantee,
as outlined in Section 4 above.

VAT implications

Provided that the Articles of the Company prevent it from distributing any surplus and require
any surplus to be reinvested in supplies of the same kind, then it will qualify as an eligible
body for the purposes of the VAT exemption for education. If eligible body status is not
required, further consideration of the Articles would be required in order to achieve this.
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Other implications

6.12 A CIC would have no exemptions or reliefs available from business rates or Stamp Duty Land
Tax.
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APPENDIX 1
VAT DEFINITION OF AN ELIGIBLE BODY

Extract from VAT Act 1994, schedule 9 (Exemptions)
Group 6 — Education

ltem No
1

The provision by an eligible body of—

(a) education;

(b)  research, where supplied to an eligible bodyz; or
(c) vocational training.

4

The supply of any goods or services (other than examination services) which are closely related to a
supply of a description falling within item 1 (the principal supply) by or to the eligible body making the
principal supply provided—

(a) the goods or services are for the direct use of the pupil, student or trainee (as the case may be)
receiving the principal supply; and

(b) where the supply is to the eligible body making the principal supply, it is made by another
eligible body.

NOTES
(1)  For the purposes of this Group an “eligible body” is—
(e) abody which—

(i) is precluded from distributing and does not distribute any profit it makes; and

(i) applies any profits made from supplies of a description within this Group to the
continuance or improvement of such supplies.
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APPENDIX 2

SUMMARY OF CORPORATION TAX RATES AND DEADLINES

Tax rates

Effective rate on profits to 31/3/2014 31/3/2015 31/3/2016 "
£0 - £300,000 20 20 20
£300,001 - £1,500,000 23.75 21.25 20
£1,500,001 and over 23 21 20
Notes

1. From 1 April 2015, the small profits rate will be unified with the main rate, so there will be only
one Corporation Tax rate of 20%.

2. Where there are associated companies the rates of profit are divided by the total number of
associated companies. For example, a company with one associate would have a profit
thresholds of £150,000 (£300,000 divided by 2) and £750,000 (£1,500,000 divided by 2).

Corporation Tax Self Assessment

The UK Corporation Tax system is referred to “Corporation Tax Self Assessment”. This essentially
means that it is up to the taxpayer to work out how much the company must pay for each accounting
period i.e. you “self assess” your liability. This is done by submitting the Corporation Tax Return
(Form CT600) to HMRC. The Tax Return is also deemed to include a set of tax computations and a
copy of the financial statements for the same accounting period.

HMRC operate a system of checks (known as enquiries) either on a random selection basis or if they
believe there is an error to review for inaccuracies in the self assessment. Penalties and interest can
apply where errors are found which result in underpaid tax.

Pay and File

The deadline to pay your Corporation Tax is before the deadline to file your Tax Return. Generally
you must: -

e Pay any outstanding tax liability by 9 months and 1 day after the end of the accounting
period (i.e. by 1 January 2015 for a 31 March 2014 year end);

e File the return by 12 months after the accounting period (i.e. 31 March 2015 for a 31
March 2014 year end).

The taxpayer has a further 12 months (i.e. to 31 March 2016 for a 31 March 2014 year end) to amend
the return if they have made an error or omission and HMRC has the same timeframe to raise an
enquiry into the return.

Filing Requirements

Virtually all companies must submit their tax returns online. Additionally, the tax computations and
(with very few exceptions) the accounts that form part of the tax return, must be submitted in Inline
eXtensible Business Reporting Language (“iXBRL”) format. This can be done by using HMRC’s own
online system (suitable for very small companies), by appointing an adviser to file on your behalf, or
acquiring suitable software.
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Penalties and Interest

If you file your Tax Return late, the company will be charged a flat rate £100 penalty. There is a
further penalty of £100 if the return is more than 3 months late. Additional penalties apply for repeat
offenders (up to £500) and for very late submissions (10% of any unpaid Corporation Tax).

If the company does not pay its tax on time (or does not pay enough) then late payment interest

applies. This is charged from the day after the day should have been paid until the date it is paid
(“paid” means cleared funds with HMRC in this context). The current late payment interest rate is 3%.
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APPENDIX 3
THE CONCEPT OF MUTUAL TRADING

Mutual trading is an important concept. This is because a mutual trader is not liable to tax on any
trading profits arising from that mutual trade. Conversely, the company does not get relief for trading
losses arising from the trade and cannot claim capital allowances on assets used in their mutual
trade.

Unfortunately, there is no statutory definition of mutual trading. There have been several cases on
the concept over the years and the generally accepted definition comes from one which states that
mutual trading exists where, “...a certain class of people are associating together to put up money to
achieve an object for each other, and divide what is not wanted among themselves in that character,
namely, in the character of the persons who put it up.”

Based on this definition, HMIRC guidance states that for tax purposes to be a mutual trade there must
be: -

e Complete identity, as a class, between the contributors to the mutual surplus and the
participators in it (in other words those providing the funding should be same as those
benefitting); and

e Arrangements which ensure that the surplus ultimately finds its way back to the contributors
and no arrangements for it to go to anybody else (in other words any surplus must only be
capable of being returned to the members) ; and

e A reasonable relationship between the amount a person contributes to the surplus and the
amount distributed to them on a winding up; and

e Arrangements that entitle the contributors to the common fund to control it (usually this means
the members must have the ability to vote on key decisions and appointment of officers to
manage).
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APPENDIX 4
CONDITIONS FOR FUNDRAISING EXEMPTION

HMRC guidance defines a fundraising event as an “event which (is) clearly organised and promoted
to raise money for the benefit of the charity”. People attending must be aware of its primary
fundraising purpose.

An event is a one-off activity such as: -

A ball, dinner dance, disco or barn dance;

A performance — such as concert or stage production;
The showing of a film;

A fete, fair or festival;

A horticultural show;

An exhibition — such as art, history or science;

A bazaar, jumble sale or car boot sale;

Sporting participation such as sponsored run, walk or swim;
A sporting performance e.g. a match;

A game of skill, contest or quiz;

Participation in an endurance event;

A fireworks display;

A dinner, lunch or barbecue;

An auction of bought in goods.

The exemption is limited to 15 events of the same kind in the charity’s financial year in any one
location. Location in this context refers to a particular venue. For example, it would be in order to
hold 12 jumble sales and 4 quizzes at the same village hall, but not 8 discos and 8 barn dances.

The nature of the event is also important. A concert this is put on over 5 nights counts as 5 separate
events, whereas a tournament over 2 days is one event.
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APPENDIX 5
SUMMARY OF OPERATION OF GIFT AID

Under current UK tax rules, donors are afforded a variety of differing tax reliefs for charitable
donations. The rules offer donors tax relief on charitable donations for income tax, capital gains tax
and inheritance tax.

The charity can reclaim 20% income tax (i.e. additional £25 for a £100 donation) from HMRC. In
order to make this claim there are a number of conditions which must be met.

Gift Aid Conditions
For a Gift Aid payment to be valid certain conditions have to be fulfilled. These are: -

It should be payment of a sum of money;

It should not be subject to any repayment conditions;

It cannot be under the payroll giving scheme;

It cannot be conditional on the charity acquiring property from the donor or anyone associated
with the donor;

e Any benefits associated with the gift must be within specific parameters.

Gift Aid Declarations

The donor must make a Gift Aid declaration to the charity relating to the gift. The donation can be
given in writing or orally (including e-communication). Oral declarations are not effective unless the
charity sends the donor written confirmation. The declaration can be made at any time within four
years of the donation (including before). The declaration must provide: -

The full name of the donor (initial and surname are acceptable);

Full home address of the donor (house number or name and post code are acceptable)
The name of the charity;

Details of the gift covered by the declaration; and

Confirmation that the donor wishes to treat the donation under Gift Aid.

HMRC have a proforma wording for Gift Aid declarations which can be found on their website which
should be used. New guidance issued in 2012 updated the wording to make it clear to donors that
they must have paid sufficient Income or Capital Gains Tax (and not any other taxes) in the same tax
year in order for the donation to qualify.

Gift Aid Claims

From 22 April 2013, there are now three ways for a charity to make a claim for tax repayment under
Gift Aid. Two of these are electronically based. An online claim form available HMRC website can be
used for up to 1,000 donors. Charities with larger numbers of donors can purchase specific software.
Paper claims can still be made using Form ChR1, although the repayment takes considerably longer
to be processed than either of the online options.

Gift Aid claims are periodically audited by HMRC and records should be retained by the charity for the
usual 6 years.

Donor benefits
Certain benefits can be provided to a donor by a charity. So long as the value of the benefits does
not exceed the permitted values shown below, the gift can still qualify as a Gift Aid donation. The

rules relating to benefits also include people to whom the donor is connected such as husband, wife
and lineal descendants.
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Donation Permitted benefits value

Up to £100 25 per cent of the donation
£101 - £1,000 £25
Over £1,000 5 per cent of the donation

Where a charity sends literature to its donors, HMRC will accept that the value is nil provided the
material is produced for the purpose of describing the work of the charity. The material must be
relevant and distributed in furtherance of the charity objects. If it is sold separately to members of the
public that is irrelevant. This means that literature like newsletters, bulletins, annual reports, journals,
members’ handbooks and programmes of events will generally carry no value for these purposes.

Care is also needed in terms of items which are “sold” at an auction event. People will often pay
more than they would if they were buying the item on the high street. HMRC has agreed that Gift Aid

is available in the circumstances but within defined conditions: -

For example: -

Item Auctioned

A balloon trip for 4 people
that can be purchased on the
open market

The goods or services must be commercially available;
It must be possible to establish a high street price;

The purchaser must be aware of the high street price when he bids for the item;
Only the excess over high street price is eligible.

High Street Price
£100 per person

Gift Aid Available
Yes, on excess over £400

A trip on private yacht owned
by a charity supporter, which
is not normally hired out.

The yacht is not available for
hire, so no high street price

No

A week’s trip on a private
yacht owned by a charity
supporter, which is hired out
when not used by its owner.

£5,000 per week

Yes, on excess over £5,000

A football shirt signed by the
members of a Premier League
team

The football shirt itself might be
worth  £50  without  the
signatures, but a high street
price cannot be established.

No

Sporting and other “historic” memorabilia can be particularly problematic since whilst they may be
available from online auction sites or specialist retailers, there is unlikely to be a single market value,
especially for rare or “match worn” items.
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