
	
PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.



REPORT OF THE STRATEGIC DIRECTOR FOR CHILDRENS’ SERVICES 


TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE ON WEDNESDAY, 5th JULY 2006


TITLE:  BUDGET ISSUES 2005-06 OUTTURN AND 2006-07 BUDGETS


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 Childrens’ services 

Robert McIntyre : Principal Group Accountant Childrens’ 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: 2005/06 & 2006/07 Revenue Budgets


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. It is important to note that the budget is supported by £150.5 million of grants from central government including the new dedicated schools grant that has replaced funding received through the Revenue Support Grant. The balance of £6.8 million other income includes £4.0 million in respect of Barton Moss Secure Unit. 

1.2 Members will recall that as part of budget monitoring during 2005-06 projected overspends were predicted on children’s outside placements and transport costs for children with special educational needs. The outturn position also revealed that there was an under achievement of recoupment income and an overspend on expenditure which resulted in this budget overspending. This report reviews the effects of these areas of overspend and the implications for 2006-07.

2    Recoupment

2.1 This budget was overspent in 2005-06 by £185,000. Recoupment is only payable/ receivable in respect of children in special or hospital schools. Under the recoupment regulations each authority uses its individual budget share for special and hospital schools and calculates a daily rate per pupil. This daily rate is then reduced by the funding per pupil that the providing authority receives from central government with the balance plus an administration charge (of up to 5%) being charged to the home authority. 

2.2 Normally even with an administration charge the cost of a place in another local authority special school is a lower cost option compared to a place in the private or voluntary sector.  It is difficult to predict costs in this area because the budgets within other local authorities are not within the City of Salford’s control, however the major area of volatility is the income Salford receives from children attending Royal Manchester Children’s Hospital( RMCH). Whilst the City Council can fix the daily rate for children at RMCH the number of children attending is dependent on medical need. This will become more of an issue as the date for closure of RMCH approaches.

2.3 The volatility of recoupment will remain of concern during 2006-07 but the nature of the budget makes it difficult to control. The fall in income for RMCH in 2005-06 may have been temporary or the start of a permanent reduction.

2.4  As a result of the change in Education funding and the introduction of the dedicated schools grant, recoupment is within the “schools budget” ring fence and any over or under spend must be contained within the ring fence. If the dedicated schools grant is overspent the local authority has three options: 

· of charging the overspend to subsequent years dedicated schools grant

·  or funding the overspend from its own resources

· or charging the overspend against the current year’s dedicated schools grant and re-determining school budgets mid year.

If the City Council decides not to resource any overspend on the dedicated schools grant it effectively means that any overspend for 2006-07 becomes the first call on the dedicated schools grant for 2007-08 and therefore should not cause future budgetary problems for the City Council. 

3 Special Educational Needs Transport 

3.1 The budget for special educational needs transport was overspent by £288,000 in   2005-06.The overall budget for 2005/06 was £2,303,391. The overspend relates particularly to the budget headings associated with transport provision for children and young people with special educational needs (SEN), including those with and without Statements of SEN. 

3.2 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 behaviour, emotional and social difficulties (BES) and Oakwood High School for young people with moderate and/or complex learning difficulties.
3.3 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 pupil numbers that the schools now cater for. Chatsworth High School, for example, previously had 83 pupils on roll and now operates as a 90 place special school. Currently there are 86 young people accessing contracted transport to and from Chatsworth High School compared with 77 young people in 2004/05.  Currently, 118 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 40 young people on contracted transport compared with 22 in 2004/05. This is in response to the increase in pupil numbers which is taking place on an incremental basis and is enabling secondary aged pupils requiring a specialist placement for BES to have their SEN met in Salford’s maintained specialist provision rather than being placed in an outside placement in the independent special schools sector.
3.4 The City Council has engaged a firm of consultants to review the transport policy and the potential for financial efficiencies. This firm has recently undertaken a similar exercise for another Greater Manchester Authority and achieved significant cost reductions.
3.5 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. 
3.6 The 2006-07 budget for transport is currently overspent by £54,000 against the profiled budget. Whilst the directorate will restrict transport to a minimum the potential year-end overspend is £300,000.  
4 Outside placements

4.1 The gross overspend on children’s outside placements within the Children’s Services budget totalled in the region of  £1.5m, some £300,000 higher than envisaged at approximate stage, but this has been reduced to £161,000 as a result of the utilisation of other reserves from elsewhere within the budget. This level of reserves will not be available in 2006-07.

4.2 Current predictions based on no net new cases indicate that the budget of £5.4 million will be overspent in the current year by £1.5 million (see appendix 1) The age profile of the children in outside placements indicates that the current 44 young people in placement at the start of 2006-07 will reduce to 16 at the start of 2010-11 as they become adults.

5 Budget Risks 

5.1 It is estimated that the budget for 2006-07 will be overspent by up to £1.8million as a result of the issues identified in this report. The Directorate will make every effort to restrict this potential overspend to a minimum but the budget areas are volatile and subject to demand pressures.

5.2 As a result of the introduction of the dedicated schools grant other areas of the budget which have caused financial concern in the past: -
· Non maintained special schools
· Pupil referral units 
· Non maintained nursery provision
      Will in future be subject to the same financial recovery processes as recoupment.

5.3 The Dedicated Schools grant for the two years 2006-2008 is based on the City Council’s estimated “schools budget “for 2005-06 in which the value of recoupment income is overstated. As a result of this the resulting grant allocations for 2006-2008 are lower, this position will need careful monitoring when the government is reviewing the dedicated schools grant for 2008-09 and beyond. 

6 Recommendations

6.1 Members are asked to consider the reasons for the overspends on the 2005-06 revenue budget.

6.2Members are asked to approve the policy of charging any recoupment overspend against the following years dedicated schools grant.












Appendix 1

Predicted costs of outside placements 

	
	Based on current rates
	2% increase
	3% increase
	4% increase

	Year
	£
	£
	£
	£

	
	
	
	
	

	2006/2007
	6,933,045
	
	
	

	
	
	
	
	

	2007/2008
	
	5,743,689
	5,800,000
	5,856,310

	
	
	
	
	

	2008/2009
	
	4,998,975
	5,047,984
	5,096,994

	
	
	
	
	

	2009/2010
	
	3,472,611
	3,506,656
	3,540,701

	
	
	
	
	

	2010/2011
	
	2,969,934
	2,999,051
	3,028,168

	
	
	
	
	

	Note:
	
	
	
	

	Children were moved to Adults Service when 18 years old.

	Children in Education moved to Adults Service after the term following their 19th birthday.
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