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	1.
	PURPOSE

	
	

	
	To brief Members on the medium term service and financial planning context ahead of more detailed consideration of the 2010/11 – 2012/13 service planning and budget process.

	
	

	2.
	RECOMMENDATION

	
	

	2.1
	Members are asked to note this background context as they consider the review of their current 3 year service and financial strategy and move their medium term planning on to the 2012/13 period and beyond.


	
	

	3.
	THE POLICY & STRATEGIC CONTEXT

	
	

	3.1
3.2

3.3

3.4

	In March 2009, a medium-term Service & Financial Planning Strategy for 2009/10 – 2011/12 was approved.  This strategy, which was informed by the Community Strategy, Priority Plans and Local Area Agreement (LAA), was developed by carrying out an assessment of service pressures, developments and savings options and through consultation with a wide range of local people and organisations.  

The Service & Financial Planning Strategy is based on a number of guiding principles, which have been endorsed by consultation with the community.  These are:
· Spread resources fairly and openly across the Borough, whilst taking account of the needs of different areas;

· Seek to minimise the level of Council Tax increase, balanced against growing demands for Council services and protecting services from cuts;

· Maximise external investments e.g. Government grants, to create prosperity and success;

· Deliver savings and efficiency targets, as far as possible minimising the impact on the quality of services;

· Develop investment proposals that are based on and address the community’s needs and priorities;

· Use limited amounts of the Council’s balances to help minimise Council Tax increases and protect key services;

· Set aside some money to deal with any unforeseen circumstances caused by the current economic situation;

· Sell some of the Council’s land and property to fund investment priorities (if it is practical and prudent to do so).

The Service and Financial Planning Strategy also includes a number of priority policy objectives.  These are:

· Tackling crime, anti-social behaviour and alcohol misuse;

· Protecting and maintaining services for older people and vulnerable adults and children;

· Delivering high quality education services and facilities;

· Regenerating and improving our Borough Towns and most deprived communities;

· Promoting growth and prosperity;

· Maintaining, protecting and improving the local environment and rural areas;

· Enhancing customer service and improving organisational efficiency.

The priority policy objectives are based on an assessment of the needs and priorities of local people.  These will need to be updated as we develop our strategy to take account of emerging pressures and priorities (a number of these are listed in section 4).



	
	

	4.
	THE FINANCIAL CONTEXT

	
	

	A
	Overview

	

	4.1
4.2

4.3
	The Council has a gross annual revenue budget (including schools) of around £386m and a capital programme of just under £68m in the current year i.e. an organisation with a total turnover approaching £0.5bn a year.  The net revenue budget for the current year stands at £124m after adjusting for specific government grants, charges for services, rents and investment income and this is funded as follows:
£m

Gross Revenue Budget

386
Less : Specific grants and other income

166
Net Budget including Education

220
Less :Dedicated Schools’ Grant

-96

Net Budget

124
Funded by-

Revenue Support Grant/Business Rates
68
Council Tax and balances

56
124
Around 75% of our net budget (including Education) is spent on Education and Social Services – just 25% on everything else the Council provides.  Council Tax funds around 25% of the net budget and under 15% of gross revenue spending.

Council Tax levels for the Council’s own services are currently around £826 for average properties (band B) and £1,065 including parish, police and fire spending.  Band D equivalents are £1,078 and £1,391 respectively. Tax levels for the same services in the rest of Shropshire have risen significantly faster over the last 10 years than in Telford & Wrekin and now stand some £87 more at band D (for unitary services).  
 
	

	B
	2009/10 Budget

	

	4.4
	The current year’s budget includes funding from the second year of a 3 year government grant settlement which covers the period 2008/09-2010/11.  The Council received a good grant settlement but is still losing over £6m of its grant entitlement through the grant damping mechanism and even by 2010/11 will still be losing over £5m pa, a total loss of around £18m funding over the 3 years.
With greater grant certainty from this 3 year settlement the Council was able to agree a 3 year strategy including

· A significant revenue and capital investment package,
· A strategy of additional savings with a detailed package totalling £3.8m pa with a further £0.35m in Education services for 2009/10 with an outline target of at least £6.4m additional savings over the 2010/11 and 2011/12 period
· Use of £0.95m balances in 2009/10 with calls on balances kept below £1m in each of the following two years
· A 2009/10 council tax increase of 2.5% (a rise of just under 40 pence per week on the average bill for this Council’s services) with a commitment to hold future increases at or below this level for the three year planning period, subject to the impact of the next three year grant settlement.

	

	C
	Medium Term Financial Background

	

	4.5
4.6

4.7

4.8
4.9
4.10

	The outlook for public spending is bleak! The Comprehensive Spending Review 2007 set public spending plans for the period 2008/09 to 2010/11.  The next spending review will not take place until after the General Election which could be as late as June 2010.  However, regardless of the post Election political balance, UK public finances face a challenging time with stringent measures needed to stabilize the economy.
Although the April 2009 national Budget announced an increase in public sector spending by 0.7% in real terms from 2011/12 to 2012/13, the impact of the recession has led to higher benefit payments and increased debt interest which means that in reality most public services will face cuts.  Further, with pledges to provide more support to the National Health Service, and Education and Social Care being key priorities the implication for other services is that they will face the greatest cuts.  
The UK Budget deficit as a share of GDP in 2009/10 is the largest since the Second World War and despite talk about the green shoots of recovery the recession is likely to be with us for some time.  This view is supported by the Bank of England injecting more money directly into the economy through its quantitative easing programme and the recent MPC comment that the recession is deeper than first thought.
The impact of the recession is placing greater demands on public services which place further pressure on Local Authority Budgets:
· rising unemployment increases demand for benefits and welfare services, homelessness services, social care and school places

· the historically low base rate of 0.5% impacts on investment returns; there are also fewer investment opportunities for Local Authorities as credit ratings have reduced for many organisations, following the collapse of the Icelandic banks

· property values have fallen considerably, giving lower than anticipated capital receipts to finance future capital programmes;

· the downturn in the housing market, with fewer houses being built, affects planning fees income

· Other Council income sources are also being affected (Section 106, PIP rental, land charges and Leisure Services)
The Council also faces many other challenges including pressure on Childrens’ and Families budgets, the impact of an aging population and uncertainties around the single status process and its impact on the pay bill.

However, despite these uncertainties, the Council must now review its current 3 year strategy and roll it forward to consider the period of the next 3 year grant settlement from 2011/12 to 2013/14.  details of the next 3 year grant settlement, including grants for 2011/12, will not be known until around December 2010.  It is very difficult, at this stage, to make estimates over the level of resources that may be available to the Council from 2011/12 onwards.  We will need to model on various scenarios but by way of illustration, a 1% reduction in RSG alone costs the Council over £0.7m.  If RSG and other grants were cut by say 5% the Council would face a reduction in available resources of over £5m.  Additionally as other public sector partners are also likely to face very challenging settlements it may be more difficult to attract funding from partners for joint projects.  The Council will therefore have to be clear what its priorities are and take action at an early stage to be able to accommodate potentially significant reductions in revenue and capital resources which will not be clear for 2011/12 and 2012/13 until December 2010.

	

	4.11

	All this is against a background of relatively low existing council tax levels locally (the Council has the lowest level of council tax at Band D) for unitary services in the Midlands) which will make it difficult to balance up the priorities for supporting pressurised existing services such as Children’s and Adults social services, alongside the additional funding requirements of the many new initiatives to boost the area including-

· BTIS&LC
· Civic Offices/Town Centre redevelopment

· Borough Towns Initiative

· Regenerating new town estates


	

	D
4.12
	2010/11-2012/13
Current projections of the Council’s base financial position over the next 3 years are clearly very difficult – particularly for 2011/12 and 2012/13 given the uncertainties around future levels of total public spending at a national level, changes to the local authority grant distribution methodology and data changes as well as more local factors.  However it is clear that the Council will face significant funding shortfalls over the coming three years and is likely to need to make additional savings of at least £5m each year through this period.  This is before taking account of 
· An updated view of inflationary impacts
· Future Council tax increases 
· Use of Balances

· The Level of Additional Savings and Investment Programmes for 2010/11 – 2012/13 
	


	5.0
	MOVING FORWARD

	

	5.1
	Service & Financial Planning strategy
Detailed work is currently underway to firm-up the base budget position for the Council.  Work is also underway to develop a package of savings proposals which includes four initial service reviews looking at Transport, Facilities Management, Leisure and Environmental Services.

Work is also being carried out to firm-up an investment package for the next three year period and a thorough review of balances and other one-off resources is also currently being carried out.

	

	5.2

	Consultation and Communication

As in previous years, consulting and communicating with the community on our future plans will be a key part of the Budget process.  Our consultation programme will start after the publication of the draft Budget Strategy in early December and will involve a mixture of surveys and meetings with stakeholder groups as follows:
Stakeholder Group

Consultation mechanism/forum

General public

Postal survey (Community Panel) and online survey via Council Website
Parish and Town Councils

Parish Council Forum

Older people

Senior Citizens’ Forum

Black and Minority Ethnic residents

Connecting Communities Group and events in key wards
Disabled residents

Event for disabled people (with representatives from disabled/carers groups)
Children and young people

Young People’s Forum

Voluntary sector

Voluntary & Community Forum

Partners

LSP Meeting (Agenda Group)

Business Community

Chamber of Commerce Policy & Representation Board and Business Breakfast Meeting
Employees & Trade Unions

JICF Trade Union Meeting & Employee Focus Group Meeting

School Heads and Chairs of Governors
Head Teachers and Diocesan reps
People living in rural areas
Rural Forum
Members

VFM Scrutiny Group 

We are proposing a number of improvements to our approach, including:

· Making consultation meetings more interactive by seeking views on people’s longer-term priorities at the same time as consulting on specific Budget proposals for 2010/11;

· Producing a Budget ‘summary’ – a 1-page overview written in plain English covering our proposed investments, savings and Council Tax increase and encouraging people to give their views in a variety of ways;

· Carrying out budget consultation jointly with key partners, such as Shropshire Fire & Rescue Service.



	5.3
	Next Steps

	
	Detailed budget proposals will be considered by Cabinet in early December before a consultation period running through the rest of December and January.  Cabinet will consider responses to the consultation in February before final budget and council tax decisions are taken on 4th March 2010 at full Council.

	6.
	OTHER IMPLICATIONS

	
	

	
	· Equal Opportunities
	

	
	
	

	
	The Council has specific initiatives within its policy and financial plans to promote equal opportunities, which is at the heart of the Council’s policies.
	

	
	
	

	
	· Environmental Impact
	

	
	
	

	
	The allocation of resources takes specific account of environmental issues facing the Council, in the context of other pressures and priorities. 
	

	
	
	

	
	· Links with Corporate Priorities and Risk
	

	
	
	

	
	The report sets the strategy framework which includes consideration of both corporate priorities and the corporate risk register.
	

	
	
	

	
	· Financial & Legal Comments
	

	
	
	

	
	Costs of the consultation exercises proposed to inform the process can be met from existing resources.

This report forms part of the policy planning and budgetary framework that will result in the Council being required to set its budget and Council Tax levels by the March deadline laid down by the Government. 
	

	
	
	

	
	· Ward Implications
	

	
	
	

	
	Borough Wide Strategy
	

	
	
	

	
	· Background Papers
	

	
	
	

	
	Financial Planning Model, RSG Papers ,Council Plan , 2009/10 Budget Strategy
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