Overview of HEFCE timeline on London Metropolitan University’s data returns 
Introduction

1. The Higher Education Funding Council for England (HEFCE) is making available on its web-site a number of documents relating to its dealings with London Metropolitan University over student data returns. It is now well known that the University overclaimed funding from HEFCE for a number of years; as a consequence it has agreed to repay £36.5 million and its future baseline level of funding has been cut by £15 million. There is a great deal of interest in the matter from the staff and students of the University, the press and Members of Parliament. HEFCE has received many Freedom of Information requests and there has been a Westminster Hall debate. There is, overall, a great deal of legitimate public interest.
2. To try and clarify how the data problem arose and what actions have been taken in response, HEFCE is now publishing on its web-site a statement which summarises the key events, a timeline since 2002, a related set of correspondence and other papers (redacted for data protection and other reasons) and a report on lessons learned, prepared for HEFCE by KPMG. A separate report on an independent audit of the University’s student records, prepared by BDO Stoy Hayward, cannot be released at this time for legal reasons.
3. The history of this case is long and complicated, and readers may not readily understand the background. To assist with this, we have provided a brief, separate document dealing with how we fund institutions, and for further background we suggest that readers consult our published policy and rules on student number returns which is available on our web-site under Publications (HESES08, 2008/37, www.hefce.ac.uk). Events surrounding the data returns from the University over the period, the findings from our audit and data reconciliation work, and the financial implications are summarised below.

Funding for 2002-03 (Timeline: March to December 2002)
4. London Metropolitan University was formed as a result of a merger of two universities on 1 August 2002. HEFCE provided £6.64 million to support the merger. Our core funding for any merged institution is broadly the sum of the grants for its predecessor bodies. However, our work on the 2000-01 data returns of one of the predecessor universities, the University of North London, resulted in reductions of the grant due to London Metropolitan University for 2002-03, its first year of operation. 
5. The timeline presents no other information about the University’s funding for 2002-03. Our routine data validation processes operated and we identified no cause for concern. We did, however, make a conscious decision not to audit the student number return for 2002-03 (HESES02) to allow the University time to merge its two student record systems.
Funding for 2003-04 (Timeline: December 2003 to December 2005)
6. The University submitted its HESES03 student number return in December 2003. This reported a full-time undergraduate non-completion rate of 7.0%. Although our routine analysis of this return generated no funding changes, we decided that it should be subject to data audit because of concerns about the quality of data received from predecessor universities. This audit took place in June/July 2004 and the report was issued in August 2004. The report expressed concerns about the reliability of data and sought additional information. This was followed up by a further letter in October 2004 discussing the concerns raised at audit. 

7. In December 2004 we selected the University to reconcile its original HESES03 return with the 2003-04 HESA individualised student record return, which reports the outturn of student activity for the year. This involved a visit to the University in February 2005. This work was particularly demanding and complex, and was not completed until October 2005. The result led to an appeal for mitigation against holdback on the basis that the University’s Media Studies provision should have been funded entirely at price group C rather than split between price groups C and D (the appeal was not connected to student completion). The final outturn for 2003-04 was determined in December 2005. This was for a reduction in grant (after moderation) of £372,668 for 2003-04 and a reduction in the baseline grant for 2004-05 of £546,680.

Funding for 2004-05 (Timeline: December 2004 to August 2006)
8. The University submitted its HESES04 return in December 2004. This reported a full-time undergraduate non-completion rate of 6.9%. This return resulted in holdback of £3.8m, but this was fully moderated for 2004-05 (i.e. in line with our moderation policy, the University was not required to repay this in that year). However, following normal practice, we deducted this sum from the baseline funding for 2005-06. The 2004-05 funding was further reduced by £546,680 when our work on the 2003-04 data returns was completed – see paragraph 7). Also in December 2004, we wrote to the University about its forecast financial position in light of the reducing amounts of funding we were allocating to it.
9. As a result of our continuing concerns about data quality, we decided in February 2005 to audit the HESES04 return as part of our routine data audit programme for that year. This work was carried out in June 2005 and the audit report was issued in September 2005. This again expressed concern about the reliability and quality of the University’s data. As for the previous year, we pursued funding adjustments through the HESA/HESES reconciliation exercise for 2004-05. No further reduction in grant was implemented for 2004-05, because the additional holdback that was identified was offset as a result of our moderation policy. However, there was a reduction made to the 2005-06 grant of £234,060. While this reduction was not particularly large, this depended on the accuracy of the University’s HESES05 data.

Funding for 2005-06 (Timeline: December 2005 to March 2009)
10. The University submitted its HESES05 return in December 2005. This reported a full-time undergraduate non-completion rate of 2.8%. The £234,060 of holdback arising from our analysis of this return was fully moderated (i.e. no payment was actually due) but the 2006-07 baseline funding was reduced by that amount. 
11. We decided to audit this return as well as the previous ones, partly because of the significant change in the reported non-completion rate, but only did so once we had received the corresponding year-end return (HESA 2005-06 data). By delaying this audit until March 2007, we were able to more accurately target our audit work at the areas of most concern. Significant concerns about inaccurate reporting of non-completing students arose from this work. 

12. Our requests for detailed explanations on the discrepancies we found in the non-completion status of many students in May and June 2007 led to a period of difficult communication with the University. Various communications and meetings over the next 6-9 months resulted in five audit-based visits to the University in February and March 2008. In April 2008 we calculated the funding effects arising from this work.  The net change to teaching grant for that year was a reduction of £15,312,092. This was offset by moderation funding of £12,011,831, leaving a net reduction of £3,300,261. This sum forms part of the overall reduction of £36.5 million that we are implementing for 2005-06 to 2007-08, as approved by the HEFCE Board and confirmed to the University in March 2009. 
13. The delay between calculating the holdback in April 2008 and approving it in March 2009 reflects the ongoing work for reviewing 2006-07 and 2007-08 data returns, as well as the discussions we were having with the University about our findings. These discussions included the work of BDO and the report it prepared on our behalf. The HEFCE Board was kept up to date with progress and approved the action taken during this period. 
14. The large reduction in funding for 2005-06 (before moderation) arose because the level of non-completions we found in our audit work was substantially larger than the University had reported in its HESES05 return. The scale of the difference can be seen in Table 1 below. This table describes how many credit points were completed (whether successfully or not) by around 96% of the full-time undergraduate and taught postgraduate students studying at the University in 2005-06. A normal full-time load for an undergraduate is 120 credit points, but under certain circumstances it is possible for a full-time student to be considered a ‘completion’ with fewer credit points. The University accepted that a student would need to be studying for at least 90 credits to meet the definition of full-time. The table demonstrates that the reported non-completion rate of 2.8% for full-time undergraduates was unrealistically low, irrespective of whatever definition of non-completion the University had adopted in preparing its returns. This table should be considered alongside the bar chart shown at paragraph 18 to get a full picture of the non-completion rate for the period 2005-06 to 2007-08. 

Table 1: Completion status for the majority of students at London Metropolitan University in 2005-06, by reference to the number of credit points completed in the year (as obtained by us from the University’s student records system)
	Credit points completed by non-completing students
	No. of students
	% of total

	0
	559*
	4.6

	1 - 29
	300
	2.5

	30 - 59
	713
	5.9

	60 - 89
	959
	7.9

	90 - 119
	921
	7.5

	Total non-completions
	3,452
	28.4

	Completions
	8,709
	71.6

	Total
	12,161
	100.0


* of which 306 students (or 2.5 per cent of the total) had no marks recorded for the year.
Funding for 2006-07 (Timeline: December 2006 to March 2009)
15. The University submitted its HESES06 return in December 2006. This reported a full-time undergraduate non-completion rate of 2.5%. The £234,060 of holdback arising from our analysis of the previous year’s return had already been deducted from the University’s 2006-07 baseline funding. The HESES06 return indicated no further adjustments were due at that time. However, this was during the period that we were investigating the 2005-06 data in detail and so we kept the year’s data ‘open’ for later review.
16. The final 2006-07 funding outcome was not based on the HESA return (which was received late) but on our independently commissioned audit of student numbers carried out by BDO. When we substituted the results of that work for the University’s own data, we concluded a reduction in funding for 2006-07 of £16,391,081 was required. This formed part of the £36.5 million that we are recovering from the University following HEFCE Board approval in March 2009. 
Funding for 2007-08 (Timeline: December 2007 to March 2009)
17. The University submitted its HESES07 return in December 2007. This reported a full-time undergraduate non-completion rate of 4%. Our analysis of this return indicated that £3.1 million of holdback would normally be due. By then, however, because of our continuing work on the 2005-06 data, we had lost confidence in the University’s data returns. Consequently, we never used this return in the form in which it was submitted to calculate funding adjustments. Instead, we made our own estimates of the University’s data for 2007-08, based on our review of its 2005-06 data. This resulted in a reduction for 2007-08 of £16,833,641. This sum also forms part of the £36.5 million that we are recovering from the University following HEFCE Board approval in March 2009. 

18. Figure 1 illustrates the differences between the University’s reported student numbers and the actual student numbers we used in our calculations of funding for the three years 2005-06 to 2007-08. When viewed alongside Table 1 at paragraph 14 above, it is clear that there was a significant degree of error in the University’s data returns during this period. 
Figure 1: HEFCE-funded student numbers reported by London Metropolitan University compared with those calculated by HEFCE following our audit of the University
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Funding for 2008-09 (Timeline: May 2008 to March 2009)

19. We normally announce provisional grant allocations for all institutions in March for the forthcoming academic year. The initial grant allocation for the University for 2008-09 was delayed while we identified the scale of the data issues from earlier years. We originally calculated that the main teaching grant should be reduced by £21.1 million, but our Board subsequently decided that the University’s recurrent grant for 2008-09 should have the reduction capped at £15 million compared with the grant that had originally been announced for 2007-08.
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