Office of Fair Trading (OFT) Investigation into Charitable Independent Schools

The Office of Fair Trading (OFT) investigation into the exchange of financial information by 50 independent schools, including Strathallan was widely reported.

The following points are worthy of note:
· Exchange of information was actively encouraged by the Charity Commission. 
· From at least 1976 until 2000 schools were specifically exempted from the requirements of Competition Law and were allowed to exchange financial information without restriction. 
· The Competition Act 1998, which came into force on 1 March 2000, removed this exemption. 
· There is no record of the removal of the exemption being referred to in Parliament, either in the House of Lords or House of Commons 
· There was no consultation with the independent schools sector despite the strict Government Code of Practice which requires this to be done. 
· Under the law the exchange of certain financial information is now prohibited.  
In the event, schools continued to exchange financial information because they were unaware that the law had changed. The sector only became aware of this change after a Sunday Times article in April 2003.  The Independent Schools Bursars’ Association (ISBA) immediately advised schools to stop this exchanged. A Code of Practice was subsequently agreed between the OFT and the Independent Schools Council (ISC).  

The OFT investigation concluded that there had been a technical breach of competition law but importantly that neither Strathallan nor any of the other schools were found to have increased fees artificially as a result of the consultation nor was there any finding that parents had been “overcharged”.

The schools accepted that a technical breach of the law had taken place and reached an agreed settlement with the OFT Cartels division. Under the terms of the settlement each school involved paid a penalty of £10,000 and a total of £3 million, divided between the schools payable to a charitable fund, this amount to be spread over five years. For Strathallan this equates to a payment of £6,722 each year for the next five years. 

At the time this agreement was reached we promised to keep you advised about the establishment of the Trust Fund. The fund has now been established and is designed to benefit, for the most part, children educated at the schools involved during the years in which the breach took place. Full details of how the trust will operate have not yet been published, but it will operate independently of both the schools and the OFT.
 The Schools Competition Act Settlement Trust will be administered by Chiene + Tait, Chartered Accountants and it is now possible to access information on the Trust’s Home Page at www.scast.org.uk. 
The Trust will be offering up to 250 bursaries up to £1500 and up to 200 grants of up to £500. These awards will support students attending full or part time courses or undertaking other educational projects during 2007/08. They are open for applications for 2007/2008 until September 3 2007. 

They are conscious that up to 40000 students could be eligible for the bursaries being awarded and particularly wish to attract applicants from those who left school in the summer of 2002 and 2003, who are still engaged in further education. Full details of the awards, the application criteria and how to apply are on the Trust’s website at www.scast.org.uk. 
