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(OPEN TO THE PUBLIC)
	ITEM NO.6



REPORT OF THE LEAD MEMBER FOR CHILDREN’S SERVICES 


TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE ON WEDNESDAY, 4th OCTOBER 2006


TITLE: CHILDREN’S SERVICES BUDGET ISSUES 2006-07 


RECOMMENDATIONS: Members are asked to consider the current position on the revenue budget and the actions being taken by the directorate in addressing these issues.


EXECUTIVE SUMMARY:

The report indicates that the revenue budget is facing demand led spending pressures in a number of areas. 


BACKGROUND DOCUMENTS: Various working papers and reports. (Available for public inspection)


CONTACT OFFICERS: 

Jill Baker: Strategic Director of Children’s Services 

Robert McIntyre : Principal Group Accountant Children’s Services


ASSESSMENT OF RISK. : The areas of concern identified in this report have the potential to exceed the available budget. 

PRUDENTIAL INDICATORS: 

SOURCE OF FUNDING: Revenue Resources


LEGAL ADVICE OBTAINED: Not applicable


FINANCIAL ADVICE OBTAINED: This report concerns key aspects of the city council’s revenue finances and has been produced following consultation with the Finance Division of Customer and Support Services.


WARD(S) TO WHICH REPORT RELATE(S):  None specifically


KEY COUNCIL POLICIES: 2006/07 Revenue Budget


Report Detail

1 Introduction 

1.1 The Directorate’s gross revenue budget for 2006-2007 is £204.6 million as approved by the City Council, with a net budget of £47.254 million. 

1.2 Members will recall that as part of the budget monitoring report to this committee in July, overspends were predicted on children’s outside placements and transport costs for children with special educational needs. This report reviews these areas and the actions taken to date to contain the effects of the overspends and the implications for 2007-08 

2 Special Educational Needs Transport 

2.1 The budget for special educational needs transport was overspent by £288,000 in   2005-06. It is projected that the 2006-07 budget could be overspent by £300,000 -£400,000 

2.2 During 2005/06, there was an increase in the number of routes contracted when compared with the previous year (231 compared with 195 in 2004). This is in part due to the relocation and rebuilding of the Authority’s three secondary special schools on new sites following the successful PFI bid to rebuild Chatsworth High School (formerly known as New Croft High School) for young people aged 11 – 19 years with severe, complex and profound and multiple learning difficulties; New Park High School for young people aged 11 –16 years with behavioural, emotional and social difficulties (BES) and Oakwood High School for young people with moderate and/or complex learning difficulties.
2.3 The relocation to the new school sites has resulted in the need for more routes to be tendered for and this has resulted in higher costs than in previous years. Also, there has been an increase in the number of pupils attending these schools. Currently there are 98 young people accessing contracted transport to and from Chatsworth High School compared with 77 young people in 2004/05.  Currently, 123 pupils access contracted transport to and from Oakwood High School compared with 95 young people in 2004/05. In terms of New Park High School, there are currently 57 young people on contracted transport compared with 22 in 2004/05.
2.4 The increase in capacity of the new PFI special schools has enabled the directorate to contain the education outside placement budget within existing resources. Without the extra capacity at these schools 47 children currently educated in these schools would have been placed in the non-maintained sector/other local authority schools. It is difficult to quantify the actual savings on the budget requirement for 2006-07 but a child at New Park is funded at £9,124 per annum compared to an average of £26,220 in the non-maintained sector, and a child with ASD is funded at £14,999 compared to an average cost of £32,490 in the non-maintained sector. It is estimated that the education outside placements budget would be at least £600,000 per annum larger without these additional places.
2.5 For the academic year 2006-07 the transport unit will be reviewing routes to achieve maximum utilisation of vehicles within the terms of the City Council’s transport policy. In total 717 pupils are being transported, with daily costs per pupil ranging from £10.02 to £44.80(see appendix 1). .Current  indications are that, to comply with the 1 hour policy, two extra routes will be required.
2.6 The 2006-07 budgets for transport are currently overspent by £188,000 against the profiled budget. Whilst the directorate will restrict transport to a minimum the potential year-end overspend is £300,000 -£400,000.  
3 Outside placements

3.1 In 2005-06 the gross overspend on children’s outside placements budget of £5.376 million totalled in the region of £1.9m, some £600,000 higher than envisaged at approximate stage. This has been reduced to £161,000 as a result of the utilisation of under spends and other reserves from elsewhere within the budget. This level of reserves is not available in 2006-07. The 2006-07 budget for outside placements is £5.54 million, which represents an increase of £134,000 on last year for inflation (2.5%) and a further £30,000 virement from within the Children’s Services budget.

3.2 The budget covers children placed for care and welfare considerations under social care duties, and contributions to jointly funded placements where there are also health and educational issues. It also covers the local authority contribution to young people remanded into secure accommodation by the Courts over which the Authority has no control.

3.3 The directorate recognises that outside placement costs can be extremely expensive and they are only used in cases of complex need. The directorate strives to restrict the number of children in outside places to a minimum. The table below illustrates how the directorate has reduced the numbers of children in outside placements over the last three years.

	
	May 04
	May 05
	May 06
	August 06

	Total children
	57
	57
	51
	50 


Whilst the number of children in outside placements has reduced, the average annual cost per child has increased from £118,000 to £142,000 (an increase of 20% over the 3 years).  

In addition the social care budget contribution to joint placements has increased by £454,000 over the last three years. This is primarily due to a number of young people in residential school having to be moved to 52-week care because parents were having great difficulty with their challenging behaviour.

3.4 In 2005 the Authority had a net loss of 8 internal and partnership places. Catholic Children’s Rescue Society withdrew from operating Devonshire Road children’s home, and Fitzwarren Court 16+ unit had to close before the replacement provision was ready. (This was related to fulfilling a commitment to the Ombudsman). These closures reduced capacity and put additional pressure on outside placements.

3.5 However, the principal reason for children being in outside placements is complex need and not capacity. This includes children with extensive disabilities, children with extreme challenging behaviour and children prone to severe self-harming. Some of them exhibit all these characteristics, three case studies of individual children will be tabled at the meeting.

3.6 In the current year the following steps are being taken to reduce pressure on the outside placements budget:

· Open an 8 place unit for young people aged 16-18

· Open a two place unit for children with very disruptive behaviour

· Develop a Treatment Foster Care programme to enable us to place children with more complex needs in foster care

3.7 In addition the development of locality teams and comprehensive family support services (through Children’s Centres) will assist us in reducing total looked after numbers.

3.8 Current predictions, based on no net new cases and an overspend at the end of October of £524,000, indicate that the budget of £5.5 million will be overspent in the current year by £1million - £1.5 million. The actions identified in 3.6 above should reduce this predicted overspend but these initiatives are in the early stages of development and the full effect will not be achieved in 2007-08. 

3.9 The Directorate currently has a £390,000 reserve on the balance sheet with a further £220,000 budgeted contribution from revenue to reserves. It is proposed to use this £610,000 to offset the projected overspend on outside placements, reducing it to £400,000 - £900,000. 

4 Foster carers  

4.1 This budget area overspent in 2005-06 by £200,000 and is currently overspending in 2006-07 by £69,000 which, projected to year-end, would result in an overspending of £165,000. This overspending is currently being partially offset by an underspend on the adoption service of £65,000, which if projected to year-end could result in an under spend of £156,000.

4.2 These budgets will require careful monitoring for the rest of the year but, as can be seen above, if both budgets continue to spend at the current levels they will be broadly in balance at the year end. Problems could arise if the foster care payments continue to overspend and the adoption payments cease to underspend. 
5    Budget risks

5.1 It is estimated that the budget for 2006-07 will be overspent by between £700,000 and £1.3 million as a result of the issues identified in this report. This figure is below the £1.8 million identified as the potential risk and reported to this committee in July. The Directorate will continue to review its budget and restrict spending to reduce the potential overspend to a minimum. This will require careful monitoring for the rest of this financial year but these budget areas are volatile and small changes in demand can have a significant impact on costs. 

6.   Recommendations

6.1 Members are asked to approve the use of “one off “ reserves identified in paragraph 3.9 above to partially offset areas of overspending within the budget.

Appendix 1

	PUPILS 2006 2007
	
	
	
	

	
	No of Pupils 
	%
	Cost per day
	Cost per Pupil

	
	
	
	
	

	
	
	
	£
	£

	Mainstream Primary
	74
	10.32
	1,257.08
	16.99

	Mainstream High
	33
	4.60
	900.66
	27.29

	New Park
	57
	7.95
	583.00
	10.23

	Oakwood
	123
	17.15
	1,232.75
	10.02

	RM Childrens Hospital
	29
	4.04
	404.00
	13.93

	Chatsworth
	98
	13.67
	2,014.50
	20.56

	Further Education
	72
	10.04
	1,531.00
	21.26

	Outside District
	73
	10.18
	3,270.30
	44.80

	Inscape
	16
	2.23
	440.31
	27.52

	Springwood
	142
	19.80
	2,218.81
	15.63

	
	
	
	
	

	
	717
	100.00
	13,852.41
	19.32
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