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ITEM CH6(a)

CHILDREN’S SERVICES SCRUTINY COMMITTEE – 13 DECEMBER 2005

SERVICE AND FINANCIAL PLANNING 2006/07 – 2010/2011

Report by Head of Finance & Procurement, Director for Learning & Culture, and Director for Social & Health Care

Introduction and Background

1. This report is one in a series that informs members on the service and financial planning process and issues for the budget in 2006/07 and the medium term, following on from the reports to Cabinet on 20 September and 15 November 2005.  There will be an individual report to each Scrutiny Committee and comments from each Scrutiny Committee will be collated and fed back to Cabinet by the Corporate Governance Scrutiny Committee on 12 January 2006.

2. The report provides general background and an overview of the 2006/07 budget based on information presented to Cabinet, and provides detailed information on the proposed changes to the budget for 2006/07 for the Children’s Services Scrutiny Committee, including capital expenditure proposals. 

3. It is anticipated that the Local Government Finance provisional settlement will be available in early December, and information about potential funding is speculative until then.  Information on the settlement will be circulated as soon as it is available.

Sum Available to Allocate to Council Priorities

4. The report to Cabinet on 15 November set out the latest position in respect of the sum available to allocate to Council Priorities based on a 4.375% increase in Council Tax in 2006/07.  After taking into account items already agreed (inflation, on-going policy plans and other agreed variations), and potential efficiency savings identified so far, the sum available to allocate is currently £9.0m.  

5. A number of on-going non-discretionary pressures have been identified which have arisen due to statutory requirements, external factors or effects of strategies already adopted.  These total £7.8m in 2006/07 and are detailed in Annex 1.  After taking these into account, the remaining sum available to allocate is £1.2m.  The Scrutiny Committee is invited to comment on the non-discretionary pressures relevant to their committee.

Additional One-off Funding in 2006/07

6. There is expected to be some unbudgeted one-off funding available for 2006/07, from the following sources:

· additional interest income expected from higher balances; 
· expectations around PSA reward grant 
· the Local Authority Business Growth Incentive (LABGI).Scheme

· collection fund surpluses (above that assumed in the MTFP).

7. It is too early to quantify exactly how much additional funding will be available, but it is expected to be between £1.1m and £3.5m.  The Head of Finance & Procurement has advised that this one-off funding should be used to finance one-off pressures, or where there is a clear course of action to deal with on-going pressures post 2006/07.  One-off pressures identified to date total £7.0m and are detailed in Annex 2.  The Scrutiny Committee is invited to comment on the relative priorities of this schedule.

Proposed Budget 2006/07 - Context

8. CCMT have agreed proposals to meet the efficiencies and savings target in the Medium Term Financial Plan of £5.0m in 2006/07, a proportion of which will be delivered through the Efficiency Savings Strategy adopted by CCMT on 4 May 2005.  The objectives of the strategy are to meet the savings target in the MTFP, meet the requirements of the Annual Efficiency Statement (AES) and to maintain continuous improvement in the overall level of service delivery and efficiency.  Savings specifically through this strategy are initially expected from procurement efficiencies and income generation.  Work on these two streams has to date identified savings of £0.7m in 2006/07.  
9. CCMT have agreed that the balance of savings required should be allocated out to Heads of Service on a pro-rata basis.  £4.4m equates to 1.72% saving for each Service.  As last year, Services were expected to focus initially on the scope for making further efficiency savings on top of those achieved this year.
10. CCMT’s approach to budget setting agreed last year, is that Services (and Directorates) are expected to live within the resources made available. This process has identified a range of additional spending pressures, for which funding proposals are also required in order that services work within their cash limited budget.  In total £17.8m of policy choice pressures have been identified with £16.0m of resources to fund these through re-prioritisation of services.  The pressures and re-prioritisation of services relevant to the committee are detailed later in the report.
Expected Outturn 2005/06
11. Based on the latest Financial Monitoring Report to Cabinet, the Children’s Services Scrutiny Committee is expecting a £1.8m overspend in 2005/06 (excluding City Schools reorganisation). Note the £1.8m includes £0.7m for Children’s Services which is recoverable in future years. The table below details the main variations against budget in the current year (explanations are provided in the Financial Monitoring Report to Cabinet on 15 November). 


2005/06

Budget *

£m
Expected

Outturn

£m
2005/06

Variance

£m






LC1     School Development 
9.7
10.1
0.4

LC2     Children’s Services
30.8
31.5
0.7

LC3     Community Learning 

(excluding Adult Learning )
15.6
15.5
-0.1

LC5     Resources (excluding City Schools Reorganisation)
26.0
26.2
0.2

LC6     Systems & Performance Management
0.6
0.6
0

LC7     Schools 
231.3
231.3
0






SHC1  Children & Families
23.7
24.3
0.6






TOTAL
337.7
339.5
1.8

* Latest Estimate (This includes virements, supplementary estimates and carry forwards from 2004/05.)

Proposed Budget 2006/07
12. The table below presents the draft proposed budget for 2006/07 for the Children’s Services Scrutiny Committee. The variations are explained in the ensuing paragraph 



Gross

£m
Income

£m
Net

£m






Budget 2005/06 as per Budget Book
432.0
-94.7
337.3

Permanent Virements
1.7
-1.7
0






Add 2006/07 new items:




Inflation (draft allocation)
11.8
-2.5
9.3

Previously Agreed Policy Plans
0.8

0.8






Efficiency Savings
-0.7

-0.7






Pressures
1.6

1.6

Re-prioritisation of services required to meet pressures 
-0.7
-0.3
-1.0

DRAFT NET EXPENDITURE 2006/07
446.5
-99.2
347.3

Inflation
13. The inflation allocation includes 2.5% for pay and 2.0% for non-pay, and 3% for contracts and schools block functions.  
Previously Agreed Policy Plans
14. Previously agreed policy plans for this committee total.£0.8m in 2006/07 and are detailed in Annex 3.
Pressures and Re-prioritisation of Services to meet the pressures
15. The following table summarises the pressures and re-prioritisation of services identified for the Children’s Services Scrutiny Committee, with details attached at Annex 4 and 5. Directors and/or Heads of Service will take the members through the key issues for the committee at the meeting.

16. The committee is invited to comment on the pressures and re-prioritisations identified, bearing in mind that as there is limited funding available after taking into account the non-discretionary pressures, that if the service re-prioritisations identified are not accepted, then alternative ways of funding the pressures must be identified.

17. Currently pressures for the committee exceed re-prioritisations by £568k.


2006/07

£’000
2007/08

£’000
2008/09

£’000
2009/10

£’000


Pressure
Funding
Pressure
Funding
Pressure
Funding
Pressure
Funding











School Development
240
-290
240
-290
240
-290
240
-290

Children’s Services
258
-348
258
-348
258
-348
258
-348

Community Learning *
200
-246
200
-246
200
-246
200
-246

Resources
143
-233
143
-233
143
-233
143
-233

Systems & Performance Management
0
0
0
0
0
0
0
0

Children & Families
724
-563
567
-500
517
-500
167
-500











TOTAL
1,565
-1,680
1,408
-1,617
1,358
-1,617
1,008
-1,617

Less share of savings target

683

683

683

683

TOTAL
1,565
-997
1,408
-934
1,358
-934
1,008
-934

* excluding Adult Learning 

Schools Block/Dedicated Schools Grant

18. The County Council’s budget for Education services is split into two main categories – Schools Block and Non-Schools Block.   Schools Block activities includes both the Individual Schools Budget (budget delegated to schools) and Central Items spent on schools by the Local Education Authority. The key elements of Central Items are some of the special educational needs services, early years provision, school admissions, licenses and subscriptions, expenditure to support grants and capital funded through revenue. The Non-Schools Block includes strategic management, the remaining special educational needs services, school improvement, access and youth and community services.  

19. Currently local authorities are funded for Schools Block expenditure through the Formula Spending Share and hence general grant. Over recent years the Government has used regulations to require local authorities to increase their spending on the Schools Block in line with any increase in Government funding (referred to as the Schools Budget Passport).  In July 2005 new arrangements for school funding from 2006/07 were announced. All local authorities will receive a ring-fenced grant from the Department for Education and Skills for their Schools Block provision. This will be known as the Dedicated Schools Grant or DSG.

20. The DSG baseline for 2005/06 will be the total of the Schools Budget for 2005/06 (£267.8m). DSG for 2006/07 and 2007/08 is set to increase by around 6% over the baseline, with a minimum increase of 5% per pupil. A 6% increase from the 2005/06 baseline is £16.1m. The Government has consulted on the method of distributing the DSG but has yet to make a final announcement.

21. Pressures and commitments arising within the Schools Block in 2006/07 will need to be met from within the DSG increase. These are set out in the table below.


£m
£m





Estimated increase in DSG (6%)

16.1





Less commitments (included in MTFP):



  Inflation (at 3%)
8.1


  Previously Agreed Policy Plans
0.4


  Share of previously agreed Policy Plan for Job
0.3


  Evaluation

8.8





Less estimated pressures:



  Share of pensions revocation cost 
0.4


  Early Years Grant (extension of entitlement)
1.3


  Energy costs (based on contract price 



  Increases)
1.5


  Fees to Independent Schools 
0.4


  

3.6

Total commitments and pressures

12.4





Uncommitted sum remaining

3.7

22. As well as controlling the overall funding for the Schools Block the Government sets minimum increases in individual schools’ budget (ISB) shares. This is known as the Minimum Funding Guarantee. The £3.7m uncommitted sum remaining will need to form part of the ISB to ensure that Minimum Funding Guarantee requirements are met.

Children and Young People’s Plan
23. In addition to pressures specific to this committee, pressures of £0.45m relating to the Children and Young People’s Plan (CYPP) have been identified (as part of corporate and cross directorate issues).  There are some areas where additional investment is needed in order to deliver the improvements in outcomes of children and young people set out in the plan.  The table below sets out the additional resources required.

Pressure
FTE
2006/07

£000
2007/08

£000
2008/09

£000
2009/10

£000

Development of integrated ICT system

200
500
300
100

Locality Teams - Senior Manager Post
1.0
75
75
75
75

Youth Service *

100
100
100
100

Engaging Children, Young People & Families post
1.0
75
75
75
75

Total CYPP Pressure
2.0
450
750
550
350

* in addition to £150k pressure in Community Learning

Capital Budget Bids 
24. The Service and Financial Planning Report to Cabinet on 15 November identified £1.9m available to fund new capital projects principally for 2008/09.  However it is considered prudent to plan only for capital projects totalling £1.0m at this stage in case urgent capital issues arise over the next three years.

25. Council policy is to allow schools to have a capital programme in balance with their total available capital resources.  Transport is allowed to have a Capital Programme in line with the resources approved through the Local Transport Plan.  All other capital proposals need to be considered against the £1.0m proposed allocation in 2008/09.

26. The re-prioritisation of services to meet pressures includes a proposal to transfer £0.2m Health & Safety Works expenditure into the Capital Programme to free up revenue resources.  This expenditure would be met from the capital resources available for the schools programme and would be a small proportion of the total, approximately 0.5% of the total schools capital programme.  At this level, it could be accommodated without visible detriment to the annual programme.

27. A list of capital proposals for this Scrutiny Committee is attached at Annex 6 for consideration against the available funding for the whole Council of £1.0m.  The Scrutiny Committee is asked to comment on the relative priorities of the projects relevant to the committee.  The Committee is also asked that revenue consequences of capital bids are taken into account, and that projects conform to the priority criteria contained in the Capital Strategy.

Process and Timetable

28. An update on the Service and Financial Planning process will be reported to Cabinet on 20 December. The Cabinet will finalise their budget proposals and propose the Revenue and Capital Budget for 2006/07 – 2010/11 on 17 January 2005, taking into consideration comments from Corporate Governance Scrutiny Committee on 12 January. 

29. The Scrutiny Committee is invited to:

(a) consider and advise the Cabinet upon the identified budget pressures and the choices as to how these could be funded for their programme area;  

(b) comment to Cabinet on the relative priorities of its capital bids, bearing in mind that only £1.0m per annum is available for all the Council’s services outside of Schools and Transport. 

SUE SCANE



Head of Finance & Procurement

KEITH BARTLEY

Director for Learning & Culture

CHARLES WADDICOR

Director for Social & Health Care
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Nil
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