Annex 3D


An indication of the movement in prices for 2008/09, 2009/10 and 2010/11.

All cost centres are inflated by a general movement in prices of 2% unless indicated otherwise below:

	Subjective


	08/09

%
	09/10

%
	10/11

%
	07/08 related budget 

£000
	Methodology 

	
	
	
	
	
	

	Pay Inflation
	
	
	
	
	

	Local Government Services  
	2
	2
	2
	126,575
	The latest information is that an award of around 2.5% could occur for the 2007/08 pay award.

	Teachers  
	N/a
	N/a
	N/a
	
	Schools are excluded from the inflation calculation.

	Fire-fighters 
	2
	2
	2
	12,993
	The 2003 Pay agreement runs out on the 1st July 2007 and the NJC are currently in discussions over a pay formula and the pay award. The general view is that the pay award is likely to be in line with inflation i.e. maximum of 3.75% but more likely to be 2%.

	
	
	
	
	
	

	Local Government Pension:

(i.e. the rate to be applied to pensionable pay estimates)
	2
	2
	2
	20,787
	As per the local government pay award.

	Non-Pay:
	
	
	
	
	

	Electricity (excluding EH)
	9.9
	5.0
	5.0
	839
	Energy forecasts are based on a range of medium and long-term forward pricing models, market intelligence and worldwide trends in energy prices. Energy is a very difficult commodity to forecast and prices can change dramatically (along with the all the pricing models) if a major incident occurs. Energy price forecasting beyond 2007/8 should be treated as medium confidence

 

At this stage we cannot confirm what the outturn is likely to be for 2007/08 as this cannot be calculated until early 2008/09 and this applies to all energy forecasts.

An increasing amount of UK energy comes from sources where pricing is outside of the control of both the UK and the EU. The commodity is finite and in ever increasing demand from developing countries all of which adds to price pressure.

 

In 2006 SCC reviewed its energy procurement strategy and it was decided to transfer procurement to the Office of Government Commerce buying solution (OGCbs). OGCbs purchase their customer’s energy directly in the wholesale market (something SCC could not do) and by buying in small batches at times when prices are low / relatively low this significantly reduces the risk of sustained high energy prices. A further review has been undertaken and this arrangement has been taken a stage further and, where possible, new contracts will use wholesale energy procurement both before and within a contract period. This was recently identified by the RCE (Regional Centres of Excellence) as the method of procurement that was most likely to deliver the lowest prices. 

 

However, market instability and uncertainty are likely to remain well into the future and none of the above can guarantee future energy prices.  The need to reduce and spread the risk is one of the reasons SCC uses the services of OGCbs.  

	Electricity – EH
	-9.0
	3.0
	5.0
	297
	As above

Please note that energy at Endeavour House is on a different supply contract to most other premises. (Negative increases are the result of much lower forecast costs in future years as compared to 2007/08.)



	Gas (exc schools)
	-0.5
	5.0
	5.0
	654
	As above

	Oil / Road Fuel
	12.0
	5.0
	5.0
	476
	As above. 

	Water & Sewerage Charges
	5.0
	5.0
	5.0
	330
	This is a much more stable commodity to forecast as pricing is governed by the regulator (Ofwat). Confidence levels in forecasts are therefore high.
 



	National Non Domestic Rates 
	3.5
	2.5
	2.5
	2,551
	This is based on the RPI forecast in September of the preceding year. Increases beyond 2008/09 are based on past trends and future indications.

	Highways Maintenance (excluding energy costs on lighted equipment, but including rights of way maintenance)
	3
	3
	3
	15,205
	This inflation factor covers the estimated increase in prices over in-house and external contractors' charges.

The increases in oil products, pay of staff, and also spot prices contractors tenders form part of this forecast.  National indices are also used as an indicator of trends in this area of business.

Evidence from indices from this area of expenditure show 8.8% for 2006/07 but we are restricting wherever possible increases to below that.

The forecast for the MTP period assumes inflation rates will decrease from the current level.

	Public Transport – mix of partial re-tendering and inflation 
	5
	5
	5
	2,095
	All these estimated inflation items reflect a mixture of increases costs e.g. fuel, insurance, wages and a weighted figure for 

re-tendered contracts, to reflect that only a portion of all contracts are renewed in any year with the remaining after an annual increase. This on its own produces an estimate of about 5%, however we are expecting significant cost pressures related to

changes in drivers' hours, tachograph legislation and licensing of smaller vehicles.

	Education Transport – average % increase – mix of partial re-tendering and inflation
	4.5
	4.5
	4.5
	15,686 


	Inflation on home to school transport has been assessed as being slightly lower than on public transport.

	Social Care Transport – average % increase – mix of partial re-tendering and inflation
	5
	5
	5
	1,512
	As above

	“Explore” costs increase directly in line with fares across commercial and sponsored services
	10
	10
	10
	1,087
	This reflects the expected increase in commercial fares.

	Waste – gate fees
	3.0
	2.8
	2.8
	6,676
	The main contracts are based on RPI and RPIX increases, discounted by a 7.5% or 8.0% efficiency effect. With RPIX at 2.7%, and RPI at 4.1%, in August 2007, and a weighting of 60/40 for RPIX to RPI, the contract increases are expected to average at 3.0% in 2008-09.

	Building Maintenance 
	3
	3
	3
	4,061
	This estimate is based on experience of cost movements in recent years, as shown by various national indices. However, the forecast has been optimistically based on a reversal of these trends.  This will be closely monitored.

	CYP purchased residential care
	3.8
	3.8
	3.8
	5,825
	This rate reflects the current market position where there is a shortage of provision and local authorities have little scope to negotiate on price when placing individual children with complex needs and who frequently require an urgent placement.

	CYP fostering & Adoption
	3.2
	3.2
	3.2
	6,323
	This is a national stamndard increase in fostering rate.

	Social Care – care purchasing
	3
	3
	3
	112,507
	Care Providers Cost Drivers 

· Wages account for between 60% and 80% of a care provider’s total cost. 

· In February 2007 national average wage inflation stood at 4.6%

· There was a 3.1% increase in the minimum wage in October 2007.

· The Statutory entitlement to paid holiday has increased from 4 to 4.8 weeks from 1st October

· There will be a further increase from 4.8 to 5.6 weeks on 1st April 2009

· This year all domiciliary care providers will have to register all of their care workers costing around £20 per carer

· The estimated increase in the cost of registration with CSCI in 2007/8 is 10%.  

The RPL in March was 4.8%

	Street Lighting
	5.0
	5.0
	5.0
	1,896
	The current contract runs from 1st April 07 to 31st March 08. This contract was moved to OGCbs contracts mid 2006. As a result of their flexible procurement methods they were able to save SCC considerable costs (£500k over the duration of the current contract.) This is reflected in the forecast increase in street lighting energy costs over the period 2008-11. 

	Insurance – buildings
	2
	2
	2
	98


	Insurance rates are negotiated annually and the latest forecast is for an annual 2% increase.

	Insurance – vehicles
	2
	2
	2
	177
	As above.

	Insurance – other
	2
	2
	2
	814
	As above.
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