TELFORD & WREKIN COUNCIL

CABINET – 12TH JANUARY 2010
2009/10 FINANCIAL MONITORING
REPORT OF THE HEAD OF FINANCE
1.0 PURPOSE

To provide Members with the latest financial monitoring information for 2009/10 relating to: the revenue budget and capital programme, income and the payment of supplier invoices.  
2.0
RECOMMENDATIONS

Members are asked:
2.1 To note the overall financial position which is currently projecting to be within budget by year end despite some very significant pressures.
2.2 To approve the virement of £0.400m into Children & Families, detailed in para. 5.4 of the report, which following Cabinet will go forward to Council for approval.
2.3 To note the performance against income targets and the target for paying supplier invoices

2.4 To approve the new capital allocations, capital virements, and re-phasing detailed in Appendix IV, which following Cabinet will go forward to Full Council for formal approval; and the use of the revenue contingency detailed in para. 6.1 of the report.
3.0 SUMMARY
3.1 Revenue
Overall revenue spend is currently projecting to be within budget by year end.  The cost of Looked After Children has again increased since the last report with an overspend of £1.7m currently being projected (which is after taking into account the £1m additional funding previously agreed); with known additional placements entering the system this is likely to increase further before the year end.  The overspend on Specialist Education has also increased and now stands at £0.684m.  Some one-off funds have been identified which assist the overall position, however the underlying cost is a key pressure that needs to be addressed in the remainder of this year and for the future budget position.  The shortfall on the Property Investment Porfolio is now £0.863m which is an increase of £0.221m since the last report.  The pressure relating to street lighting energy costs has now been quantified at £0.137m over budget which is included in projections.  The position on treasury management has improved with a benefit of £1.3m now being reported.
3.2 Capital
The 2009/10 approved capital programme is £66.2m; to date 28% spend has taken place.  The capital programme relies on a significant amount of capital receipts as part of its funding and the current monitoring highlights some delays and reductions against assumed sale prices starting to emerge.
3.3 Income Monitoring

Council tax collection and A&CW sales ledger are ahead of target; NNDR and General Sales Ledger are behind target which is a reflection of the impact of the recession.  It should also be noted that targets were adjusted to take into account the economic conditions.
3.4 Invoice Payment Performance

The target for 2009/10 is to pay 95% of invoices within 20 days; overall year to date performance is below this at 93%.  September and November were particularly poor months and Service Delivery Units are asked to review processes, particularly over the Christmas period, to ensure prompt processing of invoices so that the target is met by year end.  
4.0 PREVIOUS MINUTES
4.1
05/03/09 – Full Council, Service & Financial Planning Strategy

21/07/09 – Cabinet, Financial Performance Report


27/10/09 – Cabinet, 2009/10 Financial Monitoring Report

5.0 2009/10 REVENUE BUDGET
5.1 Spend is currently projected to be within budget at year end.  Detailed variations for each Service Delivery Unit are shown in Appendices II and III.  The table below summarises the overall position highlighting Service Delivery Units with projected variances of £0.100m or more
	Service Delivery Unit
	Service Pressures
	Council Wide Pressures
	Total Variations

	 
	£m
	£m
	£m

	Safeguarding & Corporate Parenting
	1.669
	
	1.669

	Learning & Achievement
	0.815
	
	0.815

	CYP One Off Balances/Other Variances
	-1.461
	
	-1.461

	Property & Design
	0.455
	0.244
	0.699

	Environmental Services
	-0.070
	0.265
	0.195

	Planning & Transport 
	-0.100
	0.325
	0.225

	Adult Social Care Delivery
	0.264
	
	0.264

	Adult Social Care Commissioning
	-0.201
	
	-0.201

	Adult Social Care – Other Variances
	-0.172
	
	-0.172

	Customer Services
	-0.050
	0.114
	0.064

	ICT & Procurement
	-0.142
	
	-0.142

	Other Service Delivery Units
	-0.123
	0.019
	-0.104

	Council Wide
	
	-1.180
	-1.180

	
	
	
	

	Total Overspend/Underspend (-)
	0.884
	-0.213
	0.671

	Call on the Corporate Contingency
	
	
	-0.671

	Projected Year End Position
	
	
	0


5.2 The projected service variations fall to Services to cover from their balances or offsetting areas of underspend under their control.
5.3
The larger projected variances (those over £100k) are highlighted separately below, while full detail on all variances over £50k are shown in Appendices II and III.
	Key
	
	
	

	£0 to £100k
	
	
	Underspend

	£101+to £250k
	
	
	Overspend

	£251+to £500k
	
	
	

	over £500k 

	
	
	

	Service Variances

	Service Delivery Unit
	Projected Variation £m

[change]

	Safeguarding & Corporate Parenting
The current projected overspend stands at £1.67m which is after the £1m virement from pay/general inflation benefits approved in November.  This is an increase of £0.592m since the last report.  Unfortunately there are 8 additional placements coming into the system which will result in costs rising even higher by year end, although the cost of these additional placements is still being assessed.
£1m of the overspend relates to Looked After Children.  The current number of children in care is 265 which reflects around 35 additional placements above the average throughout last year.  External Foster Care placements have increased by 28 since January 2009 – the average cost of an annual  placement of this type being around £40k.
£0.7m of the overspend relates to Social Work and the additional cost of agency staff due to ongoing vacancy levels, increased numbers of assessments and care proceedings.

This position may change dependent on future movement in placements and placement types, and with the impact of the placements strategy.  Monitoring of external and leaving care placements.  Costs are subject to a robust monitoring system.  The scale of the overspend is not out of line with that being faced by a number of other authorities reflecting a national pressure.

	+1.669
[Increased Overspend]


	
[image: image1]

	Learning & Achievement

Specialist Education – Pressure continues with the projected overspend based on the latest information available; additional costs relating to a further 2 children placed from October are now included.

	+0.684
[Increased Overspend]


	

	One off Balances and Other Variations across all CYP Service Delivery Units – A total benefit of £1.461m has been identified towards the Service Delivery Unit overspends identified above.  This is a combination of £0.965m flexible use of grant income and £0.496m from other underspends.

	-1.461
[Increased benefit]
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	Property & Design

Asset & Property Management – projected shortfall in PIP rental income due to a high level of void properties and other PIP costs; an impact of the recession.  A further £0.242m shortfall is included as a council wide pressure.  The service is actively trying to increase occupancy levels
Use of one-off balances to meet rental shortfall


	+0.621
[Increased Overspend]

-0.166
[increased benefit]


	

	Planning & Transport

Planning Fees – shortfall in planning fees due to a downturn in the economy.

Use of previous years trading surplus and vacancy management.

	+0.300

[unchanged]
-0.200

[unchanged]
	

	Landfill costs – benefits from increased recycling and diversion from landfill.


	-0.200

[unchanged]
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	Adult Social Care (Delivery)

Adults with Learning Disabilities – increased cost of care packages due to an increase in demand as clients move from Children’s to Adult Services.  This is partly offset from Assessment & Care Management underspends, due to vacant posts which are included in the Staff Savings below.
Physical and Sensory Disability – this has increased by £0.081m since last reported due to an increase in the numbers of clients being supported by the service projected for the year.
Housing Needs – the cost of initiatives to reduce the number of people in temporary accommodation; reducing the usage and cost of B&B has a positive impact on the amount of benefit subsidy the authority loses (which is flagged as a council wide benefit in Appendix II)


	+0.112
[reduced overspend]

+0.135

[increased overspend]


+0.100

[slight reduction]
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	Older People Services – a benefit of £0.263m which may potentially be needed to meet the cost of demand over the winter period.
Provision for costs arising from the new Extra Care Charging Policy – provision towards meeting costs arising from the new policy directing charging for care services received in Extra Care Schemes.  The new policy is the subject of a separate report to be approved by Cabinet.  Further updates will be reported when available in the new year.
 
	-0.263
[increased benefit]

+0.250

[Increased overspend]
	

	Adult Social Care Commissioning

Supporting People – being used to offset pressures across Adult Social Care purchasing, detailed above.

	-0.201

[increased benefit]
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	Various Staff savings – underspends arising from vacancies in Social Worker posts, core support posts and part year effect of restructure carried out earlier in 2009/10.

	-0.172
[increased benefit]
	

	ICT & Procurement

A trading benefit of £0.142m is projected which relates mainly to vacant posts which are part of the 2010/11 budget savings proposals.

	-0.142

[increased benefit]
	

	Council Wide and Other Non-Controllable Budgets



	Environmental Services

Street Lighting energy costs - £0.137m overspend 


	+0.137

[increased overspend]


	



	Property & Design Services

Asset & Property Management – loss of PIP rental income due to voids at Euston House.

	
+0.242
[unchanged]
	

	Planning & Transport 
Inquiry into the planning application for opencast mining in Lawley.  There is potential for another inquiry which will incur costs in 2009/10 relating to the waste incinerator.

	+0.325
[unchanged]
	 SHAPE  \* MERGEFORMAT 




	Treasury – benefits from restructuring undertaken earlier in the year, the impact of cash flow and the changed regulations for calculating MRP have given rise to a projected underspend of £1.3m for 2009/10.  This is after  meeting the additional revenue costs of the £6m BTI/Roads investment and the anticipated lower returns from Fund Mangers.  More detail is included in para 8. Below.

	-1.300
[increased benefit]
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	Customer Services

Business Efficiency Team – the unfunded element of the business efficiency team

	+0.114

[unchanged]
	


	Coroner – additional costs relating to inquests

	+0.128
[increased overspend]
	


5.4
It is proposed that an additional £0.400m support is provided to the Children and Families budget in 2009/10 through a virement from Treasury Management.  Together with the £1m previously approved, this provides £1.4m additional funding in 2009/10 which is in line with the investment being proposed for placements in the 2010/11 budget strategy.
6.0 CONTINGENCIES
6.1 The 2009/10 budget includes combined contingencies of £1.596m which are set aside to meet any unforeseen expenditure:

	
	£m

	General Revenue Contingency
	0.596

	Additional Contingency – one off only
	1.000

	
	1.596

	2009/10 approved spend:
Princess Royal Hospital Campaign – one-off

	0.040

	For Approval:

i. One-Off investment to provide additional support and preventative work in Children & Families services in 2009/10.  Ongoing investment is included in the 2010/11 budget strategy.
ii. Rapid Response Team – One-Off investment to fund pilot, to accelerate repairs to roads.

	0.150

0.235

	Balance required to offset the current revenue position
	0.671

	Balance available in the contingency to meet any unforeseen expenditure that may arise in the remainder of the year.
	0.500


7.0
2009/10 CAPITAL PROGRAMME


The capital programme for 2009/10 totals £66.155m.  Expenditure at the time of compiling this report was £18.534m and is shown by priority theme in the table below
	 
	2009/10
	2009/10
	%
	2009/10

	 
	Approved 
	Expenditure
	
	Projected

	 
	Budget
	To Date
	
	Expenditure

	 
	£m
	£m
	
	£m

	 
	 
	
	
	

	Supporting People
	2.661
	0.859
	32.28
	2.213

	Housing, Regeneration & Prosperity
	37.623
	8.092
	21.51
	34.242

	Children & Young People
	16.348
	8.663
	52.99
	19.375

	Environment & Rural Areas
	1.840
	0.761
	41.36
	1.693

	Community Protection & Cohesion
	0.085
	0.000
	0.00
	0.036

	Active Lifestyles
	1.814
	0.050
	2.76
	1.814

	An Efficient Community Focussed Council
	5.784
	0.109
	1.88
	4.040

	Total
	66.155
	18.534
	28.02
	63.413


7.1 There are a number of new allocations, virements and slippage reported which will require formal approval at Full Council.  These are shown in Appendix IV.
7.2 Capital receipts form a significant element of the funding of the Council’s capital programme - in excess of £50m capital receipts are anticipated in 2009/10 and future years.  Failure to achieve, or delays to, the receipts has potentially very significant financial implications for the council and the position is being closely monitored.  Key issues highlighted relating to the current programme are:
	i
	Railfreight – £425k receipt due in 2009/10 has been delayed until 2011/12 with short-term borrowing costs of £0.009m in the current year, rising to £0.030m in 2010/11; a further receipt due in 2010/11 is also showing a £400k anticipated shortfall, and alternative receipts are being sought to cover this.


	ii
	Old Park School - £3.650m receipt due in 2011/12 is now deferred to  2013/14 resulting in short-term borrowing costs of £0.082m in 2011/12, rising to £310k in 2012/13 (this has been included in the 2010/11 budget strategy)


8.0 TREASURY

8.1
The Council’s treasury management position at the beginning of the year and the current position is as follows: -

	
	
	31 March 2009
	30 Nov 2009

	
	
	Principal
	Principal

	
	
	£m
	£m

	Fixed Rate Borrowing
	
	125.024
	108.024

	Variable Rate Borrowing
	
	   64.099
	   14.261

	Total Debt
	
	189.123
	122.285

	
	
	
	

	Investments - in-house
	
	84.507
	49.004

	       - with external managers
	
	   58.397
	  39.441

	Total Investments
	
	142.904
	88.445

	Net Indebtedness
	
	46.219
	33.840

	
	
	
	


8.2
Activities since 1st April 2009


Base Rate has been held at 0.5% since the start of the year and inflation had fallen, but has recently started to increase.


The overall aim of Treasury Management is to achieve the maximum return with minimum risk.  In this current period of lower interest rates the strategy is to reduce investments and borrowing as the opportunity arises.

Since the beginning of the year the Council has repaid £17m of PWLB debt, this consisted of 2 loans, one that was in discount for £213,378 and one that incurred a premia of £190,671. Under regulations discounts are taken to the revenue account over 10 years and premium are charged over 25 years, benefiting the revenue account by £14,000 each year for the first 10 years, coupled with this the loans were running at 4.25% and 4.5% and our temporary borrowing rates have been considerably lower than this. This short term saving will mainly benefit 2009/10 but will also have benefits in later years.

We have had a number of investments mature during the first part of the year and these have been used to repay temporary borrowing. The Council also carried out a review of Fund Managers during July and it was decided to reduce the number of fund managers from 3 to 2. At 31st October the whole of the investment managed by the third fund manager had been returned to the Council. This has been used to reduce temporary borrowing.

Overall our net indebtedness has fallen from £46.2m to £33.8m since the start of the year. This is consistent with the cashflow benefits the Council experiences each year with income from Council Tax and NDR more than offsetting revenue spend in the first half of the year. A significant amount of spend is geared to the second half of the year with the main part of this being capital spending.

There have been a number of reviews published since the Icelandic Banking crisis, including those from the Audit Commission and Cipfa. The Council has reviewed its policies and procedures in the light of these reports and we have worked closely with our Treasury Advisors Sector during this time with whom we regularly monitor the Council’s investment portfolio.  
The Council has one investment which since entering into has fallen below our credit rating criteria.  As previously reported, the counterparty is guaranteed by the Belgium government and we see little risk in continuing to hold the investment.  This position will continue to be regularly monitored.

8.3    A projected benefit of £1.300m is reported for 2009/10.  This is a combination of benefits from debt restructuring undertaken earlier in the year; changes to the way MRP is calculated (the amount the Council has to charge for the cost of borrowing); and cash flow net of underperformance of investment income, including Fund Manager returns.

8.4 
Treasury projections include payment of interest on internal balances which due to the very low interest rates will be considerably less than in previous years – this mainly affects Section 106 monies and school balances.
8.5
The Audit Committee have amended their terms of reference to enable then to take an active role in monitoring the Council’s treasury management activities and training has been and will be offered to members of the Committee to enable then to fulfil this role.

9.0
CORPORATE INCOME MONITORING

9.1 The Council’s budget includes significant income streams which are regularly monitored to ensure they are on track.  The three main areas are Council Tax, NNDR (business rates) and Sales Ledger income.  Current monitoring information on first year collection rates is provided below.  
The Council continues to pursue outstanding debt beyond the first year vigorously, until all possible recovery avenues have been exhausted, but also prudently provides for bad debts in its accounts.  The economic conditions have been considered when setting the targets for 2009/10.
	Council Tax
	2008/09 Outturn
	97.7%

	
	2009/10 Target 
	97.2%

	
	2009 Debit
	£57.8m


First Year performance to the end of November is:
	
	Month End Target
	Month End Actual
	Nov
2008

Actual
	Variance

	The percentage of council tax collected
	76.37%
	76.48%
	76.59%
	+0.11% ahead of target


	NNDR
	2008/09 Outturn
	98.3%

	
	2009/10 Target 
	97.8%

	
	2009 Debit
	£65.0m



First Year performance to the end of November is:

	
	Month End Target
	Month End Actual
	Nov
2008

Actual
	Variance

	The percentage of NNDR collected
	79.34%
	78.44%
	79.37%
	-0.9% behind target


NNDR collection is 0.9% behind the target for November 2009 and 0.93% behind the actual in November 2008

Sales Ledger Income

Recovery processes for other income due to the Council varies between income billed by Social Services, around £24m p.a., and the rest, which is also around £24m p.a.

Adults & Community Well-being – Social Care
	Outstanding Debt
	Target

%
	November 2009
	

	
	
	£’000
	%
	

	2 – 6 months
	0.9%
	257
	1.1
	Outside target

	7 – 12 months
	0.6%
	85
	0.4
	Inside target

	> 12 months
	1.1%
	83
	0.3
	Inside target

	Total
	2.6%
	425
	1.8
	Inside target



Other Council Services

Performance to the end of November is:
	Percentage of Outstanding Sales Ledger Debt:
	Target
	Month End Actual
	Variance

	2 – 6 months
	2.5%
	1.99%
	0.51% inside target

	6-12 months
	1.1%
	1.74%
	0.64% outside target

	Over 12 months
	1.3%
	1.53%
	0.23% outside target

	
	
	
	

	Total
	4.9%
	5.26%
	0.36% outside target


The position has significantly improved over the last few months with a particular focus on the 2-6 month category.
10.0
PAYMENT OF INVOICES

10.1
In 2009/10 a target has been set to pay 95% of invoices within 20 days  of receipt.  Paying invoices promptly is one of the ways the Council can help suppliers as it benefits their cash flow.  The payments system was also changed in February 2009 so that all invoices input are paid immediately.
10.2 Performance for November showed the Council overall achieving 93% which is behind the 95% target set.  Service Delivery Units have been reminded to ensure invoices are processed promptly to ensure the target is met during 2009/10.
11.0 OTHER CONSIDERATIONS
Equality & Diversity
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 and the efficiency agenda form 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

12.0    BACKGROUND PAPERS
2009/10 Budget Strategy / Financial Ledger reports

Report Prepared by: 

Ken Clarke, Head of Finance – 01952 383100; 

Pauline Harris, Corporate Finance Manager - 01952 383701











