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RECOMMENDATIONS
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1.2

2.1

That the Panel notes the 2020/21 forecast spend against budget for children’s services
and the risks and opportunities associated with the medium-term position.

SUMMARY OF REPORT

This report summarises and discusses the 2021/21 forecast spend against budget for
children’s services, highlighting key variances, movements and contextual information. It
provides further details on the month 9 report that was presented to the Executive on 11
February 2021.

The report also makes reference to the principles and outcomes associated with the
setting of the 2021/22 budget.

POLICY

The Council’s budget monitoring is an integral feature of its overall financial processes,
ensuring that resources are planned, aligned and managed effectively to achieve
successful delivery of its aims and objectives. Revenue and capital budgets are set within
the context of the council’s medium term financial planning process, which supports the
Corporate Plan.



3.1

3.2

3.3

DETAILS

Overall position

The growth applied to the Children’s Services budgets in 2020/21 has not been sufficient
to close the gap between the budget and the demand for placements for looked after
children. Historic cost pressures are also continuing in other areas such as support to
families with disabled children and legal costs.

In addition, Covid-19 continues to impact areas such as social care, early years nursery
provision and the music service. Of the overall £1,179k variance, £909k (77%) is Covid-
related, much of which relates to income losses, social care costs and MTFP savings that
may not be able to be delivered.

The main areas of overspend are as follows and the key items are discussed in more
detail in the following paragraphs. It is worth noting that much of the overspend relates to
pressures that are either unavoidable or very difficult to control. Some mitigation has
been achieved by claims from specific Covid related Government grants, controlling
expenditure on staffing and deferring 2020/21 budget growth to the next financial year.

P9 Covid-
Variance related
£k £k
Placements for looked after children 854 239
Disabled Children’s Services 623 343
Nurseries Private Fee Income 220 220
Legal Costs (children looked after) 113 0
Adoption Inter Agency Fees 65 0
Music Service (Traded Deficit) 41 41
Somerset Education Services Contract (53) 0
Deferral of 2020/21 Early Intervention Growth (105) 0
Staffing (479) 0
Other (200) 67
Total 1,179 909

A detailed review in Month 10 and beyond, of monitoring in relation to placements for
children looked after in, is likely to lead to a reduction in estimated spend as additional
forecast placements are reduced; this is likely to reduce the overall forecast overspend.



3.4

3.5

3.6

3.7

Placements - £854k Adverse

Children’s placements overspent by c. £1.4m in 2019/20, although around £300,000
related to one-off spend. The adjustments made to the budget for 2020/21 were as follows:

Item

£000s

Growth to reflect previous increases in demand 500

Growth to reflect unit cost inflation
Savings plans (residential step down)
Savings plans (income from CCG)
TOTAL net growth

150
(200)

(125)
325

In addition, as part of the MTFP the way in which housing with support is commissioned
has been reconfigured, with the majority of services now being funded from housing
benefit. Overall this has resulted in savings of £720k in Adult Social Care budgets; £360k
of the budget has been retained in Adult Social Care to offset overspends in other areas,
and the other £360k of the budget has been transferred to Children’s Services to cover the
costs of these new arrangements for housing with support, and this is factored into the
position reported here.

As can be seen from the table below, the growth in the budget was insufficient to offset the
2019/20 overspend (£1.4m). We have experienced an increase in numbers of high cost
placements in supported living, although this is largely offset by a reduction in spend on
residential placements, and savings are being made by changed commissioning
arrangements, particularly for children aged 16+ approaching leaving care. The forecast
spend for 2020/21 is an increase in spend of just £280k (2.7%) when compared with last
year and represents an overall projected overspend against budget of £854k as illustrated
below.

All 2019/20 2020/21 P9 Change 2020/21 P8

£000s £000s £000s £000s
Budget 8,834 9,649 815 9,649
Spend 10,222 10,502 280 10,515
Variance 1,388 854 (535) 866

It is also useful to split the forecast overspend as it relates to either expenditure or income
and whether any is estimated to be a result of the impact of the Covid-19 pandemic. This
is shown on the table below. Covid-related pressures relate mainly to the likelihood that
some MTFP savings may not be achieved in relation to residential step down (£100k) and
additional contributions from the CCG in relation to complex cases (£125k).

Covid-

. BAU TOTAL

Overspend Analysis related £000s £000s
£000s

Expenditure 114 615 729

Income 125 0 125

TOTAL 239 615 854




3.8 An analysis of the activity and unit costs in relation to children’s placements is shown at

Appendix 2

3.9 Spending, in part, reflects the total number of children looked after, which, as illustrated in
Appendix 3, plateaued at a high of around 235 - 245 during the most part of 2019/20. More
recent reductions are unlikely to be sustained as an increase in referrals is expected as
lockdown eases and young people return to school. This has been factored in to the

2021/22 budget setting process.

Disabled Children’s Support Packages - £623k Adverse

3.10 A breakdown of the financial position highlighting the key budgets is detailed below:

Change
Covid- 19/20 in
Service Area Budget | Forecast | Variance related Outturn Spend
£000s £000s £000s £000s £000s £000s

Direct Payments 331,368 | 725,692 394,324 | 142,408 406,014 | 319,677
Complex Packages 279,912 | 571,825 | 291,913 | 200,369 232,259 | 339,566
Respite 225,796 | 161,171 | (64,624) 164,670 | (3,499)
Playschemes & Day Care | 15,533 17,168 1,635 22,944 (5,776)
Total 852,609 | 1,475,856 | 623,248 | 342,777 825,887 | 649,969

3.11 Overall net budget growth of £125k was provided in 2020/21, however forecast spend has
increased significantly by £650k compared to 2019/20, and this represents an overall
projected overspend against budget of £623k. Worthy of note is that included in the
2019/20 outturn is a £127k one-off benefit resulting from accruals for 2018/19 spend (£66k
complex packages and £61k Respite).

The chart below shows the financial position over the last few years.

1,600,000

1,400,000

1,200,000

1,000,000

2018/19

Disabled Children Support Packages

2019/20

B Budget mSpend W Varance

800,000
600,000 |
400,000
200,000
L] — L

2020/21




3.12 Around 55% of the £623k overspend is estimated to be Covid-related, mainly driven by
young people requiring more significant social care support during the pandemic,
especially those not attending school. Additional spend relates to increased Direct
Payments and increased complex support packages. There is also one joint-funded case
with the CCG, where the Council’s contribution has increased following a review.

Nurseries Private Fee Income - £220k Adverse

3.13 Early Birds is the main Council maintained nursery generating income from private nursery
fees. The lockdown measures have had a significant impact on the service, with no uptake
of fee-paying places during the initial phase and only a limited humber of places from
June-20.

3.14 Ashcombe and Little Waves are predominantly funded by the Dedicated Schools Grant in
relation to free places. Both nurseries also have an element of budgeted private fee
income of £71k, which mainly includes contributions from parents towards meals. Similar
to Early Birds, this income is being impacted by reduced capacity and shorter sessions
being booked

3.15 Whilst bookings since September show an increase in the number of fee-paying places,
hours being requested are less than before and since September there have been
instances whereby parents have subsequently withdrawn their children.

3.16 It is also worthy of note that the nursery is mitigating some of these losses by reporting a
forecast underspend of £114k on salaries due to non usage of agency and vacant posts;
as well as additional government funding of £118k for Covid related losses from fees and
charges.

Legal Costs - £113k Adverse

3.17 This relates to unavoidable prevention and support legal costs for looked after children
(such as court fees, police disclosure fees, medical reports and parenting assessments).
The chart below shows the position over the last 3 years.
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3.18 Whilst £167k budget growth was given in 20/21, this has not been sufficient to cover the

historic cost pressure. As shown in the chart, there was a sharp increase in expenditure in
19/20 and this is forecast to continue in 20/21:

Similar level of court cases are expected to be issued this year, based on quarter one
actual activity numbers and those in the pipeline.

Due to reduced staffing resources in the team, more cases are being outsourced to
external barristers at a higher cost.

Lack of internal resources and expertise means Children’s Social Care are outsourcing
the majority of parenting and kinship assessments to agency social workers

MITIGATION

Deferral of 2020/21 Early Intervention Growth - £105k Favourable

3.19 A total of £105k growth in relation to Early Intervention services was applied to the Early

3.20

3.21

3.22

Years budgets in 20/21. Due to Covid, spending plans have been delayed until 21/22, and
the deferral of the growth formally agreed at the meeting of the Executive at the end of
July.

Staffing - £479k Favourable (excl. Music Service and Early Intervention included

above)

The main areas under spending are nurseries and SEND team as discussed above, as
well as Locality teams due to vacancies. Despite the current forecast on agency spend
showing an increase compared to last year, it is worthy of note that spend has reduced
overall over the last few years with the estimated spend in 2020/21 representing a 59%
reduction when compared with 2016/17:

2016/17 2017/18 2018/19 2019/20 2020/21
£1,700,734 £1,158,238 £846,913 £377,532 £697,860
SAVINGS

Targeted savings in 2020/21 are largely centred around reductions in children’s
placements (Step Down Programme) and generating additional contributions from the
CCG in relation to children with complex needs. As already described above, there is a
likelihood that these savings will not be fully achieved, although the new housing with
support arrangements to provide more cost effective and local support to children looked
after is providing significant savings in excess of that target.

Initial analysis in relation to the SIB shows a significant reduction in the number of over
10s entering care under section 20. There was a spike during 19/20 in the overall number
of looked after children, however the reduction seen in the last quarter in 19/20 has so far
been sustained, but it is anticipated that “lockdown” measures may have suppressed
demand and an increase is expected later in the year. The trend of numbers of looked
after children is shown in Appendix 3.



3.23

3.24

3.25

3.26

MEDIUM FERM FINANCIAL PLANNING

The Council has completed its medium term financial planning for 2021/22 and beyond.
One of the principles that it will continue to follow will be to close the gap between the
budget and the projected spend, particularly in those areas where demand is most
difficult to manage. The key areas of overspend detailed in this report feature in terms of
budget growth.

EDUCATION — DEDICATED SCHOOLS GRANT (£7.568m projected cumulative
deficit)

The Dedicated Schools Grant (DSG) is a ring-fenced grant, which must be used in
support of the schools’ budget. The majority of the funding is for academies and is paid
direct to them by the DfE, using the formula agreed by the Strategic Schools Forum
(SSF) for funding all schools in North Somerset, whether they be maintained or not.

The DSG is split into four blocks as follows and local authorities may only transfer limited
amounts of funding from the schools block to other blocks (usually the High Needs Block)
with approval from the SSF and the Secretary of State.

2020/21

£

Schools Block 129,968,128
High Needs Block 26,047,648
Early Years Block 11,656,425
Central Services Block 1,888,682
TOTAL DSG 169,560,883

At the end of the 2019/20 financial year there was a deficit of £3.847m, which was
transferred into an earmarked reserve rather than impact on the council’s general fund
balance. The deficit relates entirely to spending on the “high needs block”, which funds
education for children and young people with Special Educational Needs and Disabilities
(SEND) and reflects the 80% increase in the number of children with the Education,
Health and Care Plans (EHCPs) from 2015 to 2019.



3.27 The table below shows the projected deficit balance to carry forward at year end.

Dedicated Schools Grant Balance

Area £000s £000s
Brought Forward deficit 3,847
In-year variances:

- Out of Authority Placements 2,022

- Top-up Funding 964

- Other Intensive Support for Vulnerable Learners (mainly 380

Children Missing Education Alternative Provision)

- Special School Place Funding 305

- Schools Block over spend (overspend on contingencies) 50

Sum of in-year variances 3,721
Deficit to carry forward 7,568

3.28 The main area of forecast overspend is out of area placements arising from an increase in
demand for special schools’ placements and a lack of local supply. As shown in the table
below, spend is forecast to increase by £1,086k (20%) this year, compared to last, and this
is primarily driven by an increase in the average unit cost from £46,898 to £53,110. In
addition, the 19/20 overspend was £521k but due to other pressures in the High Needs
Block and the requirement to set a balanced budget, the budget has actually decreased in
20/21 by £415k. Overall this has resulted in an estimated £2,022k overspend.

2019/20 2020/21 Change
FTE 117 124 7
Budget 5,000,000 4 585,234 (414,766)
Spend 5,521,473 6,607,564 1,086,091
Variance 521,473 2,022,330 1,500,857

3.29 Top-up Funding is estimated to be overspent by £964k, mainly in special maintained
schools due to an unbudgeted increase in the number of children. It is worth noting that
placements in maintained special schools are largely more cost effective than placements
in independent non-maintained special schools, so increasing place numbers here
mitigates higher increases if placements were made out of area.

3.30 Reducing the increase in spending the high needs block is an issue for local authorities
across the country and have been recognised by the Department for Education. In
previous years, the overspend was partially mitigated by a significant transfer of funding
from the schools block to the high needs block. However, for 2020/21, this has been
reduced to just 0.5% of the DSG (c. £650k).



3.31 Medium term measures to mitigate spending increases include the implementation the
Specialist and Alternative Provision Review, which includes the following key projects: -

e The submission and progression of a bid to the DfE as part of the Wave 13 SEND
and AP Provision Free School Bid, for a 65-place Emotional and Mental Health
(SEMH) Special School within North Somerset

e The commencement of the programme and statutory process to deliver an expansion
to Baytree Special School to a new site with facilities for 65 new places for pupils with
severe and profound learning disabilities.

e The commencement of the programme and statutory process to deliver expansions to
Westhaven and Ravenswood Special Schools

e The commencement of the programme and statutory process to deliver two new
Specialist Units (for up to 20 pupils) to meet the needs of high functioning pupils with
autism on mainstream school sites

3.32 Recent modelling, which takes into account forecasts for the increasing number of young
people requiring specialist provision, indicates that, in the absence of a further exceptional
funding injection from the government, there is little prospect of reducing the overall deficit,
although it is possible that the in-year deficit could be eliminated by 2023/24.

3.32 Officers discussed our deficit management plan with officials from the Department for
Education at the end of July. They raised no concerns about our approach and, in
particular, were supportive of our intention to lead and organise an Inclusion Summit, to
include various partners, in order to develop a strategy and plans to ensure that more
children and young people with SEND can remain in mainstream schools with appropriate
levels of support.

AUTHORS
Katherine Sokol, Finance Business Partner (Adults and Childrens Services)

katherine.sokol@n-somerset.gov.uk
01934 634613

Sindy Dube, Senior Service Accountant (Childrens Services)
sindy.dube@n-somerset.gov.uk
01275 888753
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Appendix 1 - Children’s Services Forecast Year End position

PEOPLE & COMMUNITIES - CHILDREN & REVISED BUDGET FORECAST VARIANCE
YOUNG PEOPLE Expenditure Income Reserves Net Expenditure Income Reserves Net Expenditure | Income | Reserves Net
£ £ £ £ £ £ £ £ £ £ £ £

Adoption and Other Allowances 1,862,762 (27,000) 0 1,835,762 2,053,959 (37,000) 0 2,016,959 191,198| (10,000) 0 181,198
Care Leavers and Refugees 434,026 (248,792) 0 185,234 460,537 (404,186) 0 56,350 26,511 (155,394) 0 (128,883)
Children Looked After 10,655,546 (290,586) 0| 10,364,960 11,513,919 (453,253) 0| 11,060,667 858,373 (162,667) 0 695,707
Disabled Children 971,953 (394,680) 0 577,273 1,646,200 (405,295) 0 1,240,905 674,247 (10,615) 0 663,632
Locality Teams 4.026,968 (35,000) 0 3,991,968 3,808,978 (58,931) 0 3,850,047 (117,990)| (23,931) 0 (141,921)
Safeguarding and Social Work 2 697,838 (112,767) 0 2 585,071 2,833,726 (204,330) (82,555) 2,546,841 135,888| (91,563) (82,555) (38,230)
Y outh Justice 1,533,505 (990,296)| (271,165) 272,044 1,532,058 (1,088,572) (173,090) 270,397 (1,447)| (98,276) 98,075 (1,647)
Support and Safeguarding 22182597 (2,099,121)| (271,165)] 19,812,311 23,949,377| (2,651,567) (255,645) 21,042,166 1,766,780| (552,446) 15,520 1,229,854
Childrens Centres 2 347,429 (524, 405) 0 1,823,024 2,228,700 (557,073) (3,635) 1,667,992 (118,729)| (32,668) (3,635) (155,032)
CYPS Early Years 2 838,541 (1,935,118)| (58,239) 845184 2545886: (1,721,855) 109,617 933,648 (292,655) 213,263 167,856 88,464
CYPS Special Education 2 068,509 (550,876)| (148,950) 1,368,683 1,933,248 (524,749)| (173,796) 1,234,703 (135,261) 26,127 (24,8486) (133,980)
Music Service 990,209 (990,209) 0 0 892 546 (851,494) 0 41,053 (97,663) 138,715 0 41,053
Strategic Planning and Governance 1,235,847 (780,353) 0 455,494 937,313 (485,587) (34,928) 416,798 (298,534) 294 766 (34,928) (38,696)
Learning and Achievement 9,480,535 (4,780,961)| (207,189) 4,492,385 8,637,693 (4,140,758)| (102,742) 4,294,194 (942,842) 640,203 104,447 (198,192)
CYPS Strategy 0 0 0 0 0 0 0 0 0 0 0 0
CYPS Support Services 8,072,434 (592 928) 0 7,479,506 8,236,015 (581,998) (27,294) 7,626,723 163,581 10,930 (27,294) 147,217
Strategy and Directorate 8,072,434 (592,928) 0 7,479,506 8,236,015 (581,998) (27,294) 7,626,723 163,581 10,930 (27,294) 147,217
P&C - CHILDREN & YOUNG PEOPLE TOTAL 39,735,566| (7,473,010)] (478,354)| 31,784,203 40,723,085 (7,374,323)| (385,680)| 32,963,082 987,519 98,687 92,674 1,178,880
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Appendix 2 — Children’s Placements Activity and Unit Cost Data

budget
2019/20 2019/20 i 201](?!20 2020/21 change . 20?2;‘]2_1 Change on Variance to
budget actuals "a”a”‘;e d“"; budget  2019/20to 'Or€casth '3 2019/20 budget
udge 2020/21 perio

In-house
-FYEs 107.72 74.14 -33.58 83.00 -24.72 76.39 2.25 -6.61
- Average Unit Cost 21,450 17,663 -3,787 17,859 -3.591 16,097 -1,566 -1,761
-TOTAL COST 1,478,456 1,309,555 168,901 1,482,263 3,807 1,229,659 79,896 -252,604
IFA
-FYEs 66.00 64.35 -1.65 63.00 -3.00 58.76 -5.59 -4.24
- Average Unit Cost 41,004 43,239 2,236 44117 3,114 42,602 -637 -1,515
-TOTAL COST 2,706,231 2,782,445 76,214 2,779,304 73,163 2,503,311 279,134 -276,083
Residential
-FYEs 14.99 15.97 0.98 11.00 -3.99 14.55 -1.42 3.55
- Average Unit Cost 170,944 229,935 58,991 240,227 69,283 210,121 -19,814 -30,106
-TOTAL COST 2,561,851 3,672,054 1,110,203 2,642,402 80,641 3,057,261 614,793 414,769
Supported Living
-FYEs 542 7.45 2.03 5.00 -0.42 12.99 5.54 7.99
- Average Unit Cost 105,794 169,182 63,388 241,932 136,138 176,248 7,066 -65,684
-TOTAL COST 573,826 1,260,406 686,580 1,209,659 635,833 2,289,465 1,029,059 1,079,806
Other Areas
-FYEs 108.83 109.16 0.33 109.25 0.42 117.89 8.73 8.64
- Average Unit Cost 13,908 10971" -2,937 14,051 " 144 12,069 1,098 -1,982
-TOTAL COST 1,913,517 1,197,611 315,906 1,535,000 21,582 1,422,798 225,187 -112,301
TOTAL
-FYEs 302.96 271.07" -31.89 271.25" -31.71 280.58 9.51 9.33
- Average Unit Cost 20,159 " 37,710 8,551[ 35,572 6,413" 37,431 279 1,859
-TOTAL COST 8,833,881 10,222,071 1,388,190 0,648,007 815,026 10,502,494 280,424 853,588

NB - The cohort of children that are included in the Cost and Volume data are not exactly the same cohort as those children who are “looked after” (the number of these
amounting to 221 at the end of December 2020). The main difference is that we include in the cost and volume analysis those children who are subject to a Special
Guardianship Order; these children are not “looked after”, but the guardians are in receipt of an allowance. On average, these children number around 73.
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Appendix 3 — Number of Children Looked After

Number of children looked after
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