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ITEM LC5

LEARNING & CULTURE SCRUTINY COMMITTEE – 14 DECEMBER 2004

REVENUE AND CAPITAL EXPENDITURE PROPOSALS 2005/06 – 2008/09

Report by Head of Finance & Procurement and Director for Learning & Culture

Introduction and Background

1. This report is the third in a series that informs members on the budget process and issues for 2005/06 and the medium term, following on from the report to the Executive on 7 September and 16 November 2004. 

2. Information for Scrutiny will be provided in two parts.  The first section of the report provides general background and an overview of the 2005/06 budget based on information presented to the Executive on 16 November.  The second section provides detailed information on the proposed budget for 2005/06 for the Learning & Culture Scrutiny Committee, including capital expenditure proposals. 

3. It is anticipated that the Local Government Finance provisional settlement, which had been delayed by several weeks will be available by the beginning of December, and information about potential funding is speculative until then.  Information on the settlement will be circulated as soon as it is available.

General Overview of 2005/06 Budget

4. The report to the Executive on 16th November set out in detail the latest position in respect of anticipated central government funding for 2005/06 and the impact of this on the Council’s expenditure plans, particularly the effect on the contingency sum available.   The report also provided an update on CCMT’s budget management proposals for 2005/06 required to meet the key priorities for the Council within the constraints of a 6% Council Tax increase for approval by the Executive. 

5. The report highlighted that £1.6m of the £2.0m corporate efficiencies target has yet to be identified.  When added to the shortfall on contingency of £1.5m and the possibility that an additional sum of £0.5m may be require to achieve the Minimum Funding Gurantee/Schools Passport, the potential gap at this stage in the overall budget proposals is £3.6m.

Proposed Budget 2005/06 – Context

6. CCMT proposed that there should be a new approach to budget setting next year, whereby services (and Directorates) are expected to live within the resources made available.  The aim of CCMT’s budget management proposals was to address the efficiencies target in the Medium Term Financial Plan (MTFP), and to create some additional headroom for emergent pressures.

7. The proposals require the Council to make savings of £7.9m, approximately £6m of savings from Directorates (equivalent to 2.4% on their controllable budgets) and £2m from the corporate efficiency savings programme.  Savings from the corporate efficiencies programme will be apportioned appropriately to Directorates.

8. The process has also identified a range of additional spending pressures for which proposed responses are required to fund these pressures in order that committees work within their cash limited budget.

Expected Outturn 2004/05

9. The Learning & Culture Scrutiny Committee is forecasting to overspend by £4.960m in 2004/05 (as reported in the latest Monthly Monitoring Report to the Executive), of which £5.045m is recoverable in future years (£3.651m for the Oxford City Schools reorganisation, £1.050m for the 2003/04 SEN overspend, £0.146m for the accumulated variation in transport days and £0.198m for the accumulated overspend on the Music Service).  The in-year variation is therefore a projected underspend of £0.085m. Of the £0.085m there are commitments for 2005/06 in respect of three items totalling £0.889m (£0.700m for the Standards Fund, £0.289m for the ring-fenced premature retirement compensation budget and -£0.100m in respect of the ISB). After taking these into account the projected in-year overspend for the Directorate is £0.804m and the total variation including recoverable in future years is £5.849m. The table below details the main variations against budget in the current year and the following paragraph provides explanations. 

2004/05 Budget

(including virements)

£m
Expected Outturn

£m
Variance

2004/05 £m

LC1 School Development
12.577
12.814
0.237

LC2 Children’s Services
29.957
30.521
0.564

LC3 Community Learning
15.559
15.519
-0.040

LC4 Cultural Services 
10.715
10.715
0

LC5 Resources
23.769
23.744
-0.025

LC6 Systems & Performance Management
0.709
0.709
0

Cross Direcotrate

0.068
0.068

LC7 Schools
214.126
214.126
0

Total Year End Variation
307.412
308.216
0.804

Recoverable in Future Years

5.045
5.045

TOTAL
307.412
313.261
5.849

10. The most significant in-year variations are as follows:

LC1 School Development

The Oxfordshire Quality Schools Association is projecting an income shortfall of £0.190m, which relates to uncertainties about the traded services income during the first year of operation.

LC2 Children’s Services

An overspend of £0.564m is projected on the Home to School Transport budget. This is attributed to an overspend on mainstream home to school transport (£0.593m), offset by small underspends for SEN transport (£0.022m) and Post 16 Transport (£0.007m). A report outlining possible actions to reduce budgetary pressures in the medium to long term will be presented to a meeting of the Executive on 21 December 2004. There will be difficulty in identifying appropriate actions to address the overspend in 2005/06.

LC3 Community Learning

Based on the autumn term the projected shortfall in spending in relation to the Early Education Funding for 3 & 4 Year Olds budget is £0.610m. It is planned to use £0.520m of this to meet the proportion of the overspend carried forward from 2003/04 relating to Community Learning (£0.245m) and potential in-year overspends, the largest element of which is the Youth Service (£0.200m).

LC5 Resources

Based on the second quarter results CFM Catering forecasts predict a deficit for the year of £0.522m. The deficit has arisen due to higher than expected food costs resulting from healthy living menus and pressure to use local suppliers, and higher than expected employee costs due to job evaluation and sickness. £0.151m of the Catering deficit relates secondary schools, who under their service level agreements on termination of contract will be liable for the deficit. Any deficit incurred by CFM will need to be met from their reserves. The Catering Service is currently the subject of a Best Value review to help identify options to remain financially viable in the longer term.

Proposed Budget 2005/06

11. The table below presents the draft proposed budget for 2005/06 for the Learning & Culture Scrutiny Committee, and is shown in detail in Annex 1. The variations are explained in the ensuing paragraph. 

Gross

£m
Income

(including recharges)

£m
Net

£m






Budget 2004/05
402.025
-93.570
308.455






Permanent Virements
16.126
-17.327
-1.200






Add 2005/06 new items:




Inflation (including local inflation)
11.516
-2.570
8.946

Known function changes/virements
0.027
-0.027
0

Previously Agreed Policy Plans




- Learning & Culture
1.296

1.296

- Corporate
0.690

0.690






Pressures
3.897
0.320
4.217






Efficiency Savings Share:




Directorate Target
-0.640
-0.122
-0.762

Share of Corporate Target
-0.312

-0.312

Savings Required to meet pressures
-3.721
-0.498
-4.219






DRAFT NET EXPENDITURE 2005/06
430.904
-113.794
317.111

12. Note that at this stage of the budget process not all adjustments are known. The draft budget does not include allocations in respect of the revaluation of the Local Government Pension Fund, as the details of this have yet to be finalised. Other adjustments in respect of centrally controlled budgets such as Repairs & Maintenance and Central Support Services have yet to be notified. In compiling the detailed budget there may also be adjustments to the items already included in the draft budget set out in Annex 1.

13. The Schools budgets shown under LC7 are not yet complete and are subject to the provisos set out above. The amount of funding to be passported into the Schools Block budget will be notified as part of the Local Government Finance Settlement which is due imminently. The final allocation to schools will be determined by the amount of the passport, the minimum funding guarantee and the limit on central expenditure items.

14. The Revenue and Capital Budget Report to the Executive on 16 November 2004 identified £3.5m of contingency to meet the passport and to enable the minimum funding guarantee to be delivered. This figure will need updating as a result of the settlement. A verbal update will be given at the meeting. This information will help clarify issues around meeting the central expenditure limit, but details of the implications of the Pension Fund Revaluation are also essential for that calculation to take place.

Permanent Virements

15.  The virements shown are for permanent adjustments to the base budget, the biggest net adjustment is the transfer of funding for the development of SAP for Schools to the Resources Directorate (£1.130m).

Inflation

16. The inflation allocation includes 2.5% for pay and 2.0% for non-pay.  In addition 3.0% is allowed for all Schools Block items, Home to School Transport and Fees and Charges.
Known function changes/virements

17. There are no known function changes for Learning & Culture. Virements shown reflect changes to income estimates.
Previously Agreed Policy Plans

18. The on-going effect of Policy Plans agreed in 2003/04 and 2004/05 are £1.986m, of which £1.296m relates specifically to Learning & Culture items and £0.690m to the share of the corporate job evaluation policy plan. Details are provided in Annex 2. 

Pressures

19. The budget pressures faced by the Learning & Culture Directorate are summarised below and detailed in Annex 3.

Service Area


Budget Pressures

£m

LC1 School Development
0.634

LC2 Children’s Services
2.044

LC3 Community Learning
0.162

LC4 Cultural Services
0.244

LC5 Resources
1.107

LC6 Systems & Performance Management
0.026

Total Learning & Culture
4.217

20. The most significant pressures are:

LC1


OQSA Targets (£0.300m) – as outlined above there are uncertainties about the level of traded services income that can be achieved under the new trading arrangements. 


LC2


Out County Recoupment (£0.400m) – costs in respect of existing Out County placements are expected to rise significantly.


Home to School Transport (£1.166m) – projections for 2005/06 are based on prevailing contract rates and an assessment about inflation on existing and re-tendered contracts. The £1.166m does not include provision for the repayment of any overspend in 2004/05, for which the current estimate is £0.564m. 


Ethnic Minority Achievement Grant (£0.240m) – the DfES has recently notified a 24.8% reduction in this grant.


LC5


Premature Retirement Costs (£0.750m) – provision was made in the 2004/05 budget for possible redundancies in schools as a result of demographic changes. This provision falls out in 2005/06.

Efficiencies Savings Share – Directorate Target and Savings Required to meet pressures

21. The Directorate was asked to identify 2.4% efficiency savings in respect of non-Schools Block net controllable expenditure, which is equivalent £1.072m. It was agreed through the Star Chamber process that £0.310m of this relating to Home to School Transport should be treated as unachievable given the size and nature of the budget pressures already faced by that service. 

22. Heads of Service have put forward a number of proposals to achieve both the efficiency savings target and to make savings required to meet budget pressures. Savings proposals are summarised below and details are set out in annex 4. The annex includes an analysis of whether savings contribute to the efficiency savings target or to meeting budget pressures.

Service Area


Directorate

Target

£m
Savings to meet Pressures

£m

LC1 School Development
-0.111
-0.634

LC2 Children’s Services
-0.130
-2.044

LC3 Community Learning
-0.077
-0.162

LC4 Cultural Services
-0.242
-0.244

LC5 Resources
-0.187
-1.109

LC6 Systems & Performance Management
-0.015
-0.026

Total Learning & Culture
-0.762
-4.219

23. With regard to OQSA Traded Services (£0.300m), ways of attracting further income are being explored. There is a risk that the income target may not be achieved and this will need close monitoring during 2005/06.

24. In respect of Home to School Transport (£1.166m), the Executive will be presented with a report in December setting out a number of policy options to reduce net costs. It is likely that these options will only make a limited contribution towards the budget pressures faced by this service. 

25. Given that the majority of the Directorate’s budget relates to staffing costs, many of the savings relate to staffing reductions, primarily through freezing vacant posts or increased vacancy targets.

Efficiencies Savings Share – Share of Corporate Target

26. Corporate procurement savings totalling £0.730m in 2005/06 are expected to be made through the re-negotiation of contracts. The estimated share of savings for Learning & Culture is £0.312m. Set out below is a summary of the estimated Learning & Culture saving for each contract area. The contracts in Section A have already been renegotiated earlier in 2004/05. The contracts in Section B are planned and will have an effect on 2005/06 spending.

Procurement Contract
Effective Date
Estimated Savings

£m

(A) Contracts Let



Recruitment Advertising

-0.022

Telecommunications (initial)

-0.084

Sub-Total (A)

-0.106





(B) Planned New Contracts



Stationery
January
-0.036

ICT Consumables
January
-0.018

Telecommunications (additional)
August
-0.112

Agency Staff
March
-0.027

Print
May
-0.009

Training Venues
April
-0.004

Sub-Total (B)

-0.206





Total Learning & Culture

-0.312

27. Further corporate efficiency savings are expected through business process re-engineering, but these amounts have yet to be notified.

Specific Grants

28. The estimate of specific grants for 2005/06 is £70.279m, which compares with the latest estimate for 2004/05 of £72.257m (per the October Monthly Monitoring Report). The main reduction relates to the Targeted Transitional Grant, which is expected to reduce by half from £4.386m to £2.193m. As noted above notification has been received of a reduction in the Ethnic Minority Achievement element of the Standards Fund Grant, which has reduced by £.0120m to £0.282m. Given that this is 50% match funded by the County Council the overall reduction in allocation is £0.240m.  
Capital Budget Bids 

29. The Executive have agreed that resources of £2m per annum for 2005/06 to 2007/08 be allocated to fund priority bids for all services other than Schools and Transport.  The capital bids for this Scrutiny Committee for this period are attached at Annex 5.  Learning & Culture Scrutiny Committee is invited to comment on the relative priorities of these capital bids.  They should bear in mind the availability of funding totalling £2m per annum for all the Council’s other services when muting their proposals.

Process and Timetable

30. An update on the budget will be reported to the Executive on 21 December. The Executive will finalise their budget proposals and propose the Revenue and Capital Budget for 2005/06 – 2007/08 on 18 January 2005, taking into consideration Corporate Governance Scrutiny on 13 January and comments from the Community Workshop on 8 January.   

31. RECOMMENDATIONS

(a) Each Scrutiny Committee is invited to comment on the efficiency and savings proposals for their programme areas as set out in Annex 4 to this report;  

(b) Each Scrutiny Committee is invited to comment on the relative priorities its capital bids, bearing in mind that only £2m 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 
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Nil

Contact Officers:
Matt Bowmer Tel: (01865) 815474




Jenny Hydari Tel: (01865) 815401
December 2004
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