


TELFORD & WREKIN COUNCIL
CABINET – 28TH JULY 2008
2008/09 FINANCIAL MONITORING 
REPORT OF THE HEAD OF FINANCE 
1.0
PURPOSE

To provide Members with the latest Revenue budget and Capital Programme monitoring for 2008/09
2.0 RECOMMENDATIONS
Members are asked : 
2.1 To note the specific issues highlighted that require management action to ensure the Council spends within budget for 2008/09
2.2 To approve the proposed use of the contingency detailed in 5.4 and the virements and capital allocation in 5.5 which will be forwarded to Council for formal approval.

2.3 Note performance against income targets

3.0
SUMMARY

3.1 REVENUE
The gross revenue budget for 2008/09 is over £367m and the net budget for reporting purposes just over £118m. 
 Current projections show spend within budget .
However a number of pressures remain .The ongoing cost of any final Single Status package will remain a key issue hanging over the financial position throughout the year until a settlement has been reached and its impact measured against the provision made in this and last year’s budget/accounts. 
Cost pressures from Children & Families (Looked After Children), which significantly overspent in 2007/08, are being closely monitored but are projecting within budget to date.  Other key areas which will require close monitoring are the increasing impact of using B&B accommodation for homelessness cases, rising ALD/Mental Health client costs plus the general impact of sharply rising inflation across the Council’s budget including the possibility of wage settlements exceeding the budgeted 2.5% provision. .
It will also be important to control the build up of continuing commitments against the central contingency-in the 3 year plan there is no provision to top this up annually as has been possible in the past .As commitments build up ,the contingency the Council will carry for future years reduces just when arguably we may need more-the further forward we are looking ,the more uncertainties there will inevitably be. Decisions outside the budget framework have already started to reduce the contingency available for future genuine unknowns.
3.2 CAPITAL

The approved 2008/09 capital programme totals £55.113m, including slippage approved in the 2007/08 outturn report.   Spend is limited at this point in the year. The key area to keep under review is the significant dependency of parts of the programme on property disposal in an environment of falling property prices and reducing economic activity .
3.3 INCOME MONITORING

Council Tax collection to date (£57m to collect for the year) is ahead of target as is overall collection performance for sales ledger income (£44m) .Business Rates collection (£65m) is showing a little below target, potentially indicating early impacts from the economic downturn and changes in empty property relief introduced by the Government from 1st April .
4.0 PREVIOUS MINUTES
4.1
06/03/08– Full Council, Service & Financial Planning 2008/09 to 2010/11
5.0
2008/09 Revenue Budget
5.1 Detailed variations are listed in Appendices I and II and are summarised in the table below.  This currently shows a projected underspend for the Council as a whole but only after taking into account the unused element of the budgeted contingencies and benefits arising from reduced insurance premiums.
5.2 All projected service variations fall to portfolios to cover from their balances or offsetting areas of underspend under their control.
	Portfolio
	Service Pressures

£m
	Council Wide Pressures

£m
	Total

Variations

£m
	Cumulative bwfd Service
Balances

31/03/08

£m

	Children & Young People
	0.000
	0.000
	0.000
	+0.304

	Environment & Regeneration
	0.140
	0.221
	0.361
	(0.232)

	Adult & Consumer Care
	0.000
	0.000
	0.000
	(0.294)

	Resources
	0.013
	0.104
	0.117
	(0.480)

	Community Services
	(0.002)
	0.001
	(0.001)
	(0.256)

	Chief Exec/Policy
	(0.059)
	0.044
	(0.015)
	(0.093)

	Corporate
	0.000
	(0.962)
	(0.962)
	

	Total 
	0.092
	(0.592)
	(0.500)
	(1.051)

	
	
	
	
	


5.3 Only the larger projected variances (those over £100k) are highlighted separately below by portfolio alongside a brief summary of each portfolio’s position, while full detail on all variances over £50k is shown in Appendices I and II:

	Key
	
	
	

	£0 to £100k
	
	
	Projected underspend

	£100+to £250k
	
	
	Projected overspend

	£250+to £500k
	
	
	Projected on budget

	over £500k 

	
	
	

	Neutral
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	Portfolio
	Projected Variation £m

	
	
	

	CHILDREN & YOUNG PEOPLE
	
	

	Overall the Portfolio is projected to contain expenditure within budget .
Within this, the key pressure in Children & Families (LAC) which led to significant overspends in 2007/08 is currently projecting within budget. Looked after Children numbers have stabilised, external placements usage is slowly reducing and the use of agency staff is currently at manageable levels.  This is a very volatile area of spend where small changes in the number and needs of clients can have a significant impact on costs and robust monitoring processes are in place to keep the position under review.  Other pressures highlighted relate to increased take-up in Early Years provision; additional Specialist Education support; and increased costs associated with transport provision.  These are being offset through the use of one-off balances.

	
	

	ENVIRONMENT & REGENERATION
	
	

	The Portfolio is currently showing a projected service overspend of £0.140m .
A number of pressures are identified including the costs associated with accelerating the LDF timetable and the potential use of New Growth Point funding and the additional running costs at Stoney Hill closed landfill site due to health and safety reasons.  There is a further benefit of £0.100m projected to be achieved through recycling and the impact of the new concessionary fares scheme is also being closely monitored.

	
	

	Street Lighting – is the key pressure so far for 2008/09.  

In January 2008 the Councils’ energy provider for street lights and bollards etc submitted a claim for around £290,000.  The claim is backdated to the inception of the contract in October 2006 and is based on the calculated consumption of energy by the Boroughs’ street lights and illuminated signs etc. which is more than has been charged to the Council since the contract commenced.  It has arisen because the inventory of signs and lights calculated by the energy provider’s agent was wrong. The back claim is therefore in dispute but ongoing the increased charges will result in expenditure exceeding budget in 2008/09 by £180,000 for a full year. The contract for energy provision is to be renewed from October 2008 and renegotiations are likely to affect the 2008/09 variation.  


	+0.180
	

	ADULT & CONSUMER CARE
	
	

	Overall the Portfolio is projecting to be within budget at year end.

	
	

	Care Packages – the key pressure in 2007/08 being closely monitored in the current year is the cost of care packages relating to Adults with Learning Disabilities, Older People Services and Mental Health Clients.  Demand for services suggests that cost may increase further and close monitoring will continue.


	+0.440
	


	Older People/Mental Health – Assessment & Care Management – underspends arising from vacancies; a balance is being sought between offsetting the care support costs of the increasing client base and the need for staff to engage and support users.


	-0.250
	

	RESOURCES
	
	

	The Portfolio is projecting a small service overspend of £0.013m at year end which will be met through service balances.

	
	

	CHIEF EXEC./POLICY
	
	

	An underspend of £0.059m is projected relating to a number of small variances.


	
	

	COMMUNITY SERVICES
	
	

	The Portfolio is projecting to spend within budget in 2008/09 and has no major variances to report.

	
	

	CORPORATE PRESSURES

	
	

	A number of corporate pressures are highlighted including reduced income from land charges (search fees) which is exacerbated by the current economic climate and increased external audit costs (to be funded from the budgeted contingency)

	
	

	Single Status – the single status agreement is effective from 1st April 2007, however the process is still some way from final resolution.  The 2007/08 accounts were closed using an estimate of the likely cost (based on 4% of the relevant pay bill) and the actual cost the Council will have to bear will depend on the final agreed package. There is a cost for continuing to resource the project with its extending timetable in 2008/09 and 2009/10 and work is underway to review options for funding this.

	
	

	Housing & Council Tax Benefit – use of Bed & Breakfast accommodation for homelessness cases cost the Council £0.491m in unrecoverable subsidy in 2007/08 (£0.327m in 2006/07).  The trend is continuing in 2008/09.  Proposals to improve the provision of temporary accommodation and significantly reduce the need for B&B use are being worked up by Adult & Consumer Care and will be presented in a separate report shortly.  

An additional £0.100m was included in the 2008/09 base budget for this pressure but outturn finally exceeded budget by over £160k as the position worsened in the last quarter

	+0.184
	


	Asset & Property Management – projected income shortfall from void property arising from an accommodation review -should now reduce .

	+0.191
	

	Insurance – savings have been achieved from the renewals process following the 2008/09 tender; this is net of the £50k savings target included in the 2008/09 budget 
A further premium saving was achieved by increasing the level of self-insurance. An actuarial review has been commissioned to determine how much of this should be set aside to meet future excess payments.


	(0.350)
	
[image: image2]

	Inflation – the Government’s main measure of inflation, the Consumer Price Index (CPI) is up to 3.8% in June, from 3% in April with a continuing rising trend to 4%+ anticipated.(RPI is also up -to 4.6%) This will have varying impacts across the Council and will be closely monitored throughout the year along with the continuing dispute over current year pay settlements..


	
	

	Contingency – uncommitted balance


	(0.852)
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5.4
Contingency


The 2008/09 budget includes combined contingencies of £1.168m which are set aside to meet any unforeseen expenditure.  The following are commitments against this which need formal Cabinet approval and have already reduced the contingency available over the next 3 years:
	
	2008/09

£m


	2009/10

£m
	Ongoing

£m

	General Revenue Contingency
	0.968
	0.968
	0.968

	Capital Contingency
	0.200
	0.200
	0.200

	Total Contingency


	1.168
	1.168
	1.168

	Commitments:


	
	
	

	Railfreight – assumes capital receipt of £3.65m realised by 2009/10; otherwise the 2009/10 cost increases to £523m ongoing until the receipt is realised.
	0.145
	0.431
	0.193

	External Audit Fees – increased fee mainly relating to the Corporate Assessment in 2008/09.
	0.133
	0.028
	0.028

	Shropshire Business Awards event June 2008 –co sponsor along with Shropshire County Council.  
	0.010
	0.000
	0.000

	Wappenshall – Cabinet report 16th June recommends to Council the acquisition of site and buildings in support of the Shrewsbury and Newport Canal Trust.
	0.010
	0.036
	0.036

	Town Centre –
Accelerated use of 2010/11 provision for planning application and TT Ltd funding
	0.018
	0.077
	0.000

	Total Commitments

	0.316
	0.572
	0.257

	Balance in Contingency
	0.852
	0.596
	0.911


5.5      The following require approval by Full Council: 

Virements in Children & Young People which reflect final demography figures and the related Dedicated Schools Grant notified to the authority in June 2008:
	
	£

	Children & Young People
	

	     Pre-primary education
	332,224

	     Primary education
	42,827

	     Secondary education
	(2,781,465)

	     Special education
	880,275

	     Prim / Sec School - Other Special Education Expenditure
	(56,124)

	     Tuition, Medical & Behavioural Service
	(11,488)

	     Lifelong Learning
	0

	     Youth/Connexions Service
	(51,401)

	     Childrens Fund
	(2,946)

	     Schools Other
	(17,310)

	     Community
	(1,212)

	     Dedicated Schools Grant
	1,666,620

	
	

	Total
	0



Supplementary capital allocation for the ICT infrastructure project, previously approved by Cabinet : £1.230m for which the revenue impacts are funded in the 2008/09 revenue budget.
6.0
2008/09 Capital Programme


The capital programme for 2008/09 totals £55.113m, which includes slippage approved as part of the 2007/08 outturn process. Expenditure at the time of compiling this report is £5.106m and is summarised in the table below.  A number of key issues are highlighted below
	 
	2008/09
	2008/09
	%
	2008/09

	 
	Approved 
	Expenditure
	
	Projected

	 
	Budget
	To Date
	
	Expenditure

	 
	£m
	£m
	
	£m

	 
	 
	
	
	

	Adult & Consumer Care
	8.379
	0.355
	4.24
	8.379

	Building Schools for the Future
	1.814
	0.057
	3.15
	1.814

	Children & Young People
	12.896
	2.661
	20.64
	12.896

	Environment & Regeneration
	23.811
	1.777
	7.46
	23.811

	Community Services
	4.822
	0.155
	3.21
	4.822

	Resources/ Council Wide
	3.391
	0.101
	2.97
	3.391

	Total
	55.113
	5.106
	9.26
	55.113


6.1
Borough Towns Initiative

Reliance of the programme on significant levels of capital receipts requires careful management of the overall investment programme phasing ,to take account of declining levels of economic activity hitting property values and the timing of disposals being achieved .

6.2 
Railfreight

The project funding is part reliant on realisation of land receipts by next year-if this is delayed then the call on the contingency rises from £145k this year to £523k ongoing until the receipt is realised when the impact of the additional spend falls back to £193k ongoing.
6.3 
ERDF
A number of key schemes including Railfreight and the Gorge Land Stability are reliant on ERDF for part of their funding .The programme finishes December 31st this year and any spending not incurred and claimed at that point will lose ERDF grant backing . The Council’s ERDF programme team have good monitoring arrangements in place to mitigate this risk as far as possible.
7.0      CORPORATE INCOME MONITORING

7.1    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.  Current monitoring information relating to these is provided below.
7.2
Council Tax
The percentage of this year’s 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 (actual collection continues after the first year and achieves around 99.6% overall )
 

Year end performance 2007/08                                       97.93%
Target for 2008/09                                                            98.00%  
 

Performance is cumulative during the year and expressed against the complete year’s debit.  Performance to the end of June is:
 

	Month End Target
	Month End Actual
	Last year Actual

	29.36%
	29.50%
	29.26%


 
          Council Tax collection has improved by 0.24% from this time last year and is 0.14% ahead of the target %.
 
	 
	       June 2008 

	No. of properties
	67517

	Debit
	£57,084,560


 
 
7.3      NNDR-Business Rates
 

The % of business rates for 2008/09 only,  that should have been collected during the year-government PI which as for council tax ignores our continuing collection of earlier years’ liabilities.
     
          Year end performance 2007/08                                    99.00%
          Target for 2007/08                                                         99.00%
 

	Month End Target
	Month End Actual
	Last year Actual

	34.81%
	32.67%
	35.76%


 

NNDR collection is 2.14% behind target and 3.09% behind performance this time last year but that  position was distorted by a large payment early in the year.  Collection will be closely monitored over the next few months to establish trends and reasons for current performance but this is potentially an impact from changed empty property rules from April plus maybe the declining economic situation.
 

	 
	June  2008

	No. of properties
	4489

	Debit
	£64,626,366


 

7.4      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 related to the current annual debit.  The targets and performance of the general income collection are as follows:
	Age of debt
	Target 
%
	June 2008

	
	
	£m
	%

	2-6 months
	0.90
	0.390
	1.60

	6-12 months
	0.80
	0.084
	0.35
 

	Over 12 months
	1.10
	0.270
	1.11
 

	Total
	2.80
	0.744
	3.07
 


 

The outstanding debt is only 0.27% outside target. and improving  This is due to a few large invoices in the 2-6 months category which are being pursued.
 

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 and a dedicated resource has been identified to continue to closely monitor and review this area.
	
	
	
	Actual

	
	Target
	Target
	June
	June

	
	£000
	%
	£000
	%

	
	
	
	
	

	2-6 months
	222
	1.0%
	186
	0.9%

	7-12 Months
	136
	0.6%
	111
	0.5%

	> 12 months
	646
	2.9%
	441
	2.0%

	
	
	
	
	

	
	1,004
	4.5%
	738
	3.4%

	
	
	
	
	


8.0
OTHER CONSIDERATIONS
Equal Opportunities

There are no implications directly arising from this report.  
Environmental Impact
There are no implications directly arising from this report
Legal Comment


Regular financial monitoring forms part of the assurance for strong financial management.  Section 28 of the Local Government Act 2003 makes it a statutory duty for Local Authorities to monitor their income and expenditure against budget, and to take action if overspends or shortfalls in income emerge.

Links with Corporate Priorities

           Good financial monitoring forms part of building a Modern, Effective Council.
Opportunities & Risks
The opportunities and risks associated with the report have been identified and assessed.  Arrangements will be put in place to manage the risks and maximise the opportunities that have been identified.

Financial Implications

The financial implications are fully detailed within the report.

Ward Implications

District Wide Implications

9.0      BACKGROUND PAPERS
2008/09 Budget Strategy

Financial Ledger reports

Report Prepared by: 
Paul Clifford, Head of Finance – 01952 383700

Pauline Harris, Corporate Finance Manager - 01952 383701
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