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1.0 SUMMARY

1.1. This report proposes that a revenue budget flexibility scheme be introduced to assist longer-term planning and budgeting for the Social Services purchasing budget with effect from this financial year 2006/07.

1.2. The intention of this scheme is to remove the year-end pressures to spend budget allocations and strengthen budgetary control and value for money. 

2.0 RECOMMENDATIONS

2.1. That the Council approves the introduction of a budget flexibility scheme for this particular area of activity as outlined in this report, along the lines indicated in paragraph 4.1, with effect from financial year 2006/07.

3.0 BACKGROUND

3.1. Members have commented on the fluctuations in forecast year end outturns.  In Social Services, it can be difficult to manage a purchasing budget from one year to another based on known caseload, for which the priority and volume can change significantly during a financial year.  This can be due to:

· Sudden acute illness that requires large care packages on a temporary basis
· Accidental injury leading to major loss of function leading to requirement for care packages
·   New families moving into the area with disabled members.
·   Clients leaving residential care.
· Clients being discharged from long stay hospitals without resource transfer funds.
· Increase in palliative care clients in the community
· Fluctuations in income streams - e.g. assumption of growth in resource transfer that may or may not happen, due to restricted funding decisions by the Health Board.

· Income not keeping pace with rising prices set by providers who can refuse to sell at council agreed prices.
· Adaptation work agreed and committed in one year, but not being completed until the next year.  No ability to roll forward agreed expenditure.

3.2. The introduction of a revenue budget flexibility scheme for the Social Services purchasing budget would assist to smooth expenditure fluctuations over the three year budgeting cycle and allow the service to improve financial planning over that timescale.  Budget variances – both under and overspends - can be carried forward from one financial year to the next, subject to the limits of the scheme. 

3.3. It is not proposed at this stage to ‘ring fence’ this budget from future savings or efficiencies – the Director and Council will need to retain that right, but with greater emphasis in the future on three year budget planning, the service should be more able to plan its future level of service within the budget available.

4.0 PROPOSED SCHEME

4.1
 3 year budgeting 

The proposed scheme to facilitate budget carry over within a three year time frame.

This proposal would mean no pre-set limit to carry over +/ -, giving room for manoeuvre within a 3 year period.

The advantages to the Service would be:

· The budget would be reviewed each year rather than balanced.

· Ability to slow down or turn around service over 30 months rather than around 6-8 months.

· Ability to save from one year to supplement the next when complex care cases may be predicted.

· More ability to plan strategically, rather than operational reaction to circumstances. New resources can be planned and care plans adjusted to incorporate in the budget.

· More time to inform, or consult on, proposed changes in service levels.

· The service stays within allocated budget but over a longer accounting period.

Advantage to Council - The service stays within allocated budget but over a longer accounting period.

Disadvantages to Service – none.

Disadvantages to Council – the budget would need to be agreed for a 3 year period, so could be out of balance with political processes. 

4.2  
Currently the budget is planned corporately in the year before it comes into operation, and is finalised in early February, when Council Tax figures have to be declared.  

This year (2006/07) 68% of care items were carried forward from previous years:

3%    created pre 2000

3%    created in  2000

3%    created in  2001

5%    created in  2002

8%    created in  2003

11%  created in  2004

35%  created in  2005

4.3  
The proposal in 4.1 above will allow the Service to plan its finances further ahead than is currently the case, while also keeping the purchasing budget within the overall constraints of a three year cycle of budgets.

4.4 
There are two cost centres within the general ledger that are currently used to record the purchasing budgets and spend for the Council.  They are 30313620 (Hillfoots), and 30323660 (Alloa Team).  The 2006/07 net budget for these two cost centres is just over £8.7m.  

4.5 
The monitoring of the scheme would be undertaken in a similar manner to the Council’s Significant Trading Operations, whereby annual and rolling three year targets are used to measure financial performance.  This would be carried out between officers in Finance and Social Services.  

4.6  
A budget of just over £8.7m is a sizeable block of the Council’s spend, and that is why I have left the option in para 3.3 above for the Director and Council to exercise discretion when offering savings trying to reach a balanced budget.  
5.0 SUSTAINABILITY IMPLICATIONS

5.1. The carry forward scheme, if approved, will have a positive sustainability impact on the social services purchasing budget as far as the client group are concerned.

6.0 FINANCIAL IMPLICATIONS

6.1. As noted in the report


6.2. Declarations

	1. The recommendations contained within this report support or implement Corporate Priorities, Council policies and/or the Community Plan:
	Reference

	
Corporate Priorities
	                 (

	
Council Policies
	(

	
Community Plan
	(

	2. In adopting the recommendations contained in this report the Council is acting within its legal powers. 
	(

	3. The full financial implications of the recommendations contained in this report are set out in the report.  This includes a reference to full life cycle costs where appropriate.
	(


                                                        

Head of Service

                                                        

Director
SS Purchasing Budget carry forward scheme
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