TELFORD & WREKIN COUNCIL
CABINET – 16TH JUNE 2008

FINANCIAL OUTTURN REPORT 2007/08
REPORT OF THE CORPORATE DIRECTOR:RESOURCES & THE HEAD OF FINANCE
1.
PURPOSE
1.1 To inform and seek approval from Members of the Council’s final net spending in 2007/08 compared with estimates for both its revenue budget and capital programme.
2.
RECOMMENDATIONS
           Members are asked to agree the following recommendations :-
2.1 Approve the Revenue outturn position and related virements in Appendix IV for 2007/08 which is subject to audit by the Council’s external auditors (the formal statement of accounts will be included for the version going to the full Council Meeting and will also require approval)
2.2 Approve the Capital outturn position and related supplementary estimates and slippage in Appendix V as summarised in the report.
2.3 Note the good performance against income targets.
3. SUMMARY

3.1 Revenue

The Council has outturned spending within the net budget again ,as projected in regular monitoring during the year .Final net spend is under budget by £199,183(-0.18% of net budget) representing continued sound financial management of the Council’s activities.
This has been achieved despite considerable service pressures during the year, particularly on the Children & Families and ALD budgets and includes increased provision for potential Single Status costs to bring provision in line with assumptions in the 2008/09 budget process.
3.2 Capital

Overall, capital expenditure ended the year under the final approved estimate, at £43.771m against an approved estimate of £54.416m,which enabled the Council to accommodate the impact of the delayed receipt from the Orleton Park disposal.
3.3
General
The accounts have been completed to very tight timescales in order to meet the Accounts & Audit Regulations deadline of presenting the unaudited Statement of Accounts to Members before the end of June.   
3.4
Income Targets

Targets for Sales Ledger, NNDR and Council tax collection have been met or exceeded. 
3.5
Summaries of the outturn on revenue and capital along with major variations   are shown as appendices.  
4. PREVIOUS MINUTES

Council 1st March 2007
Cabinet 30th July 2007
Cabinet 29th October 2007
Cabinet 11th February 2008
Cabinet 14th April 2008
5.
2007/08 REVENUE OUTTURN
5.1 The Council had a gross revenue budget of £349m for 2007/08 and the final net revenue outturn position is as follows:

	
	£

	Net Budget
	109,214,140

	Net Expenditure
	109,014,957

	Net Variance
	-199,183

	Percentage Net Variance
	-0.18%

	Table 1


5.2 The Council’s net outturn shows a slightly reduced underspend against budget from that in the last monitoring ,which is a combination of improved service positions offset by the impact of increased Single Status provision .The net position by policy area is shown in Appendix I and summarised in the table below while detailed variations are shown in Appendices II and III. 

                                              OUTTURN SUMMARY
	Portfolio
	Service Variations
	Council Wide/Non-Controllable Variations
	Total



	
	
	Council Wide/Other
	Asset Rents
	

	
	£
	£
	£
	£

	Children & Young People
	(53,136)
	300,546
	(185,751)
	61,659

	Environment & Regeneration
	(105,053)
	(8,913)
	(2,616,422)
	(2,730,388)

	Adult & Consumer Care
	(23,684)
	28,382
	(193,084)
	(188,386)

	Resources
	(42,084)
	54,805
	0
	12,721

	Chief Executive/Policy
	(4,806)
	14,195
	0
	9,389

	Community Services
	(15,522)
	(12,303)
	(573,927)
	(601,752)

	Treasury Management
	n/a
	(374,178)
	0
	(374,178)

	Council Wide Items
	n/a
	42,568
	3,569,184
	3,611,752

	
	
	
	
	

	Total
	(244,285)
	45,102
	0
	(199,183)

	Table 2
	
	
	
	


Some of these figures under ‘council wide variations’ will subsequently be adjusted to comply with FRS17 (accounting for Pensions regulations) in the formal statement of accounts.  However these are notional amounts which do not impact on the overall bottom line or service variations.  There are also adjustments required relating to the Landfill Allowances Trading Scheme and Asset Rental changes to accommodate revised regulations which reduce the charge to services from 2007/08 onwards with a counterbalancing adjustment in the corporate AMRA accounts .
The position in relation to controllable service balances is shown in the table below.  
	
	Cumulative Bfwd Balance
	2007/08
Service Variance
	Other Adjusts
	Cumulative Cfwd Balance

	
	£
	£
	£
	£

	
	
	
	
	

	
	
	
	
	

	Children & Young People
	638,097
	(53,136)
	(281,339)
	303,622

	Environment & Regeneration
	(382,473)
	(105,053)
	255,636
	(231,890)

	Adult & Consumer Care
	(310,898)
	(23,684)
	40,511
	(294,071)

	Resources
	(463,095)
	(42,084)
	25,295
	(479,884)

	Chief Executive/Policy
	(87,960)
	(4,806)
	0
	(92,766)

	Community Services
	(240,688)
	(15,522)
	0
	(256,210)

	Total
	(847,017)
	(244,285)
	40,103
	(1,051,199)

	Table 3
	
	
	
	


5.4 As in previous years, the 2007/08 budget was cash limited and as a result the net over (+) or under (-) spending on controllable budgets for each service area under the current rules is carried forward into 2008/09.  Credit balances can be used to fund one-off expenditure items in future whilst overspends must be found by the appropriate service as a first call on 2008/09 budgets
5.5     Overview of Variations from Budget
Service  (see Appendix II)
Children & Young People
Children & Young People is the largest element of the Council’s budget.   The service underspend of £53,136 is a combination of £22,115 underspend on Education and £31,021 underspend relating to Catering & Cleaning.  
Education pressures include: an increase in the number of pupils requiring specialist education and the impact of the school amalgamation programme and falling roll numbers.  These are offset by use of balances and grant income, including the Connexions balance of £0.300m which transferred to the Council with the service, and other underspends within Education.  Within the overall position £0.600m has been included as a provision against the 2007/08 cost of the single status pay agreement for the LEA and DSOs based on 4% of payroll costs.  Schools have also been advised to make provision of 4% in their individual school accounts and around £0.575m has been provided in total.
Environment & Regeneration

Environment & Regeneration has ended the year with a service underspend of £105,053 which is an improvement on the last monitoring position.  There have been a number of pressures experienced throughout the year including costs relating to the maintenance of roads, the impact of the street lighting energy supplier’s claim for back-dated costs, an under recovery of engineering fees and the cost of providing subsidised bus routes.   These have been more than offset by savings elsewhere across the Portfolio.
Adult & Consumer Care
Adult Social Care is reporting a service underspend of £23,684 at year end which is an improvement from the last financial monitoring report.  The key pressure experienced during the year has been Adults with Learning Disabilities and Physical & Sensory Disability Care packages - with year end overspends of £0.770m and £0.147m respectively.  These have been met from other savings both within those services and across the rest of the Portfolio. 
Resources
Resources ended the year with a number of minor variations producing a service underspend of £42,084.
Community Services
The year end position shows a small net service underspend of £15,522.  
Council Wide and other Non-Controllable Budgets (see Appendix III)
Children & Families


An overspend on Children’s Social Service of £800,150 is in line with the last monitoring report and is being offset by use of £500,000 additional grant funding with the balance being met corporately. Costs relate partly to the use of agency staff being used to cover vacancies and long term sickness ,together with the impact of the number and type of placements in the system.  There are currently 232 Looked After Children (LAC) cases in the system. Additional funding ,redirection of budgets and the continuing impact of the action plan are showing projected spend within budget over the first 2 months of 2008/09.

Single Status
The single status agreement is effective from 1st April 2007, however as the process is still some way from final resolution it has been necessary to include a provision against the potential costs relating to 2007/08.  Following discussion between the Section 151 officer and external auditor ,4% of the relevant paybill has been included-a total of £2.1m over and above Education,  DSO and schools’ provisions ,flagged earlier in the report . The 4% is based on average settlements made by other unitaries so far and was the increased % used for 2008/09 budgetary purposes This has been funded from a combination of the original £1.0m central Single Status budgetary provision ,part of the backdated LABGI windfall flagged previously in monitoring ,savings on Treasury Management and Inflation/insurance provisions plus the unused element of the revenue and capital contingencies .
Flood Defence 

A £0.066m overspend is highlighted as a result of the flooding in the borough during the year, which resulted in the flood barriers being raised.
Concessionary Travel
Lower than budget costs relating to the concessionary travel scheme give rise to an underspend of £0.106m in 2007/08, mainly relating to contributions from Education for Post 16 transport costs.  
Treasury
The cost of borrowing and fund manager returns suffered in the first half of the year as a result of the credit crisis, however we were able to take advantage of some lower cost borrowing opportunities which arose later in the year.  This together with the impact of improved cash flow resulted in a benefit of £0.374m at year end.
Housing & Council Tax Benefit
The final net overspend at year end for Housing & Council Tax benefits is £0.186m which is a combination of increased use of bed and breakfast accommodation for homelessness cases (+£0.164m) ,plus other benefits subsidy variations but offset by overpayment recovery.
WMS Purchase Rebate
Additional income received from the WMS Purchasing Consortium has given rise to a benefit of £0.126m for 2007/08.
Asset Rentals
These are technical charges to comply with accounting requirements which place a charge on services and have a reversing entry in the Asset Management Account – therefore there is no impact on the net revenue budget and accounts.  Changes to the accounting regulations have resulted in a reduction to the notional service charge which are highlighted as variations.
6.0 Reserves & Balances

6.1 The main General and Special Fund balances are £4.3m at the 31st March 2008 prior to reviewing and rationalising other reserves as part of the continuing closedown work.  Table 5 below takes into account approved use of £2.356m as part of the 2007/08 budget strategy, the in-year underspend plus meeting the Children & Families’ overspend and additional Single Status provision.
6.2 The majority of the controllable “in hand” service balances carried forward are committed for spending in 2008/09.
6.3 The position on the main General, Special Fund and Service Balances is:

	
	Corporate

£’000


	Service

£’000
	Total

£’000
	Budgeted

£’000

	Balances at 1st April 2007
	6,583
	847
	7,430
	6,802

	In year service adjustments:
	
	
	
	

	Use of service bals
	
	-328
	-328
	

	Repayment of Catering debt
	
	288
	288
	78

	Approved use of  balances
	-2,356
	
	-2,356
	-2,356

	Outturn Position against budget 
	-45
	+244
	199
	

	Balances at 31st March 2008
	4,182
	1,051
	5,233
	4,524

	Table 5
	
	
	
	


The main reason for the improved position relative to that projected during the 2007/08 budget process is an improved position on net Service balances in both 2006/07 and 2007/08 .

As part of the budget setting process a full analysis of all reserves and balances is undertaken to identify the funds available for the budget strategy.  In 2008/09 just over £8m was identified and the final strategy approved the use of £1.23m to fund the revenue budget.  The outturn position shows that Corporate balances are marginally lower than anticipated and Service balances have increased.  Now the year has ended the position in relation to all reserves and balances will be updated and will inform the 2009/10 budget strategy.
7.0
2007/08 CAPITAL EXPENDITURE 

7.1
The anticipated delay in the substantial Orleton Park receipt was accommodated through rephasing the capital programme leading to slippage into 2008/09 which is summarised in Appendix V for approval .Overall, capital spend has ended the year at £43.771m.  This is summarised in the table below:

	
	Approved Estimate

£m

	Outturn

£m
	Variation

£m

	Adult & Consumer Care
	5.838
	4.518
	-1.320

	Children & Young People
	20.777
	17.391
	-3.387

	Environment & Regeneration
	22.361
	19.816
	-2.545

	Community Services
	5.029
	1.950
	-3.079

	Resources / Council Wide
	0.411
	0.096
	-0.315

	Total Capital Expenditure
	54.416
	43.771
	-10.645

	Table 6
	
	
	


8.0      CORPORATE INCOME MONITORING

8.1     The Council’s budget includes significant income streams which are regularly monitored to ensure they are being achieved.  The three main areas are Council Tax, NNDR (business rates) and Sales Ledger and final outturn information relating to these is provided below.
 8.2     Council Tax

The percentage of council tax which the authority should have received during the year i.e. collection of current year liability only, as a percentage of annual collectable debit - the measure used for government PIs .Collection of all debt continues after the first year and final collection rates average around 99.5%.
Performance is cumulative during the year and expressed against the complete year’s debit.  Performance to the end of March is:

	2007/08 Target
	2007/08 Actual
	2006/07 Actual

	97.50%
	97.93%
	97.40%


 

          Council Tax collection has improved by 0.53% compared to out turn performance this time last year.-a significant achievement when performance was already top quartile.
	No. of properties
	67429

	Annual Debit
	£54,484,812


8.3      NNDR-Business Rates

The % of business rates for 2007/08 only,  that was due for collection during the year-government PI which as for council tax ignores our continuing collection of earlier years’ liabilities.

                  
	2007/08 Target
	2007/08 Actual
	2006/07 Actual

	99.00%
	99.00%
	99.00%


NDR performance met the target of 99.0%, and achieved the same high out turn performance as this time last year.

	No. of properties
	4491

	Annual Debit
	£58,009,165


8.4      Sales Ledger

           Recovery processes for other income due to the council vary between income billed by Social Services –just under £20m a year-and the rest-around £23m a year.  Debt below 2 months old is classified as a normal credit period-the more we collect income at the point of delivery or customer service request in future rather than raising bills, the more we reduce collection costs and improve cash flow.  Target %’s are set relating cumulative debt outstanding from all years to the current annual debit.  The targets and performance of the general income collection are as follows:

-

	Age of debt
	Target 

%
	Mar 2008

	
	
	£m
	%

	2-6 months
	1.00
	0.224
	0.97

	6-12 months
	1.00
	0.194
	0.85



	Over 12 months
	2.00
	0.275
	1.19



	Total
	4.00
	0.693
	3.01




The overall debt profile is 3.01%-well within the 4% target ,representing good performance over the year .
Adult & Consumer Care -  recovery of these debts – usually from vulnerable clients - has to be handled carefully and is often complex, which is the experience of many Local Authorities.    In some cases, the amounts outstanding represent legal charges on property, which cannot be realised until properties are eventually sold.  Overall arrears are well within target reflecting a focussed effort on improving recovery.
	Age of debt
	Target 

%
	March 2008

	
	
	£m
	%

	2-6 months
	1.8
	0.184
	0.8%

	7-12 months
	1.0
	0.108
	0.5%

	Over 12 months
	2.3
	0.632
	2.9%

	Total
	5.1
	0.924
	4.2%


           
9.0 CONCLUSION

9.1 Overall strong financial management has resulted in a very positive outturn position for the Council ..

9.2
As required by the Accounts & Audit Regulations 2003, the accounts will be open for public inspection in July and will also be subject to scrutiny by the external auditors KPMG during this period.  This report will go to Council on the 26th June together with the draft Statement of Accounts.  The audited Statement of Accounts will be taken back to Council in September for final approval prior to publication.
10.0
OTHER CONSIDERATIONS
10.1 Equal Opportunities
The formal Statement of Accounts will be published later in the year and is available, on request, in a number of formats and this is clearly offered in the document.  A summary of the information is also circulated in the Insight publication which is distributed to every home in Telford & Wrekin.
10.2 Environmental Impact

There are no environmental impacts directly arising from this report.  The number of hard copy Statement of Accounts produced is kept to a minimum to save on resources.

10.3 Legal Comment
The accounts are prepared in accordance with the Code of Practice on Local Authority Accounting, Statements of Recommended Practice issued by the Chartered Institute of Public Finance & Accountancy and comply with the Statements of Standard Accounting Practice (SSAPs) and Financial Reporting Statements approved by the Accounting Standards Board.  The requirements of the Accounts & Audit Regulations 2003, and subsequent amendments, have also been followed.

10.4 Links with Corporate Priorities
The process of completing the year end accounts promptly and effectively links to an efficient, effective, customer-focussed council that delivers value for money for the Council.

10.5
Opportunities & Risks

It is important that the council meets the statutory deadlines for completion and publication of the Statement of Accounts as it impacts on the CPA score and reputation of the authority.  It also provides information to the general public on the Council’s financial performance and contributes to public accountability.  Any other opportunities and risks associated with the outturn and statement of accounts have been identified and reviewed as part of the process.
10.6 Financial Implications
The body of the report covers the financial implications.
11.0
BACKGROUND PAPERS
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Report prepared by : 
Paul Clifford, Head of Finance – 01952 383700

Pauline Harris, Corporate Finance Manager - 01952 383701 

� Includes original budget adjusted by subsequent approvals






