TELFORD & WREKIN COUNCIL

CABINET – 21 JUNE 2011
COUNCIL – 23 JUNE 2011
SERVICE & FINANCIAL PLANNING REPORT – 2010/11 OUTTURN AND 2011/12 UPDATE
REPORT OF THE HEAD OF FINANCE
PART A) – SUMMARY REPORT

1.0
SUMMARY OF KEY ISSUES
1.1 2010/11 Financial Outturn      
The gross revenue budget for 2010/11 was £421m – the net budget for reporting purposes just over £127m.  The revenue outturn position is within budget with a final net underspend of £0.083m (-0.07% of net budget).
It has been a very challenging year, including managing the in-year revenue and capital grant cuts of £4m, so this is a particularly positive outturn.  Within the overall position provision has also been made for the £3.1m required as part of the 2011/12 budget strategy and £3.9m has been set aside to meet the one-off severance costs associated with the delivery of ongoing restructure savings, agreed as part of financial monitoring. 
The main pressures experienced during 2010/11 were:
· The cost of Children in Care – an overspend of £1.8m for both placements and the use of agency workers (after the agreed use of the specific contingency of £0.5m and the virement from Families & Communities)

· The cost of Specialist Education – an overspend of £0.125m

· Winter maintenance costs due to the adverse weather conditions – an overspend of £0.228m

· Income shortfalls – a shortfall of £0.9m, the majority relating to PIP rentals, planning fees and leisure sites, the latter is being offset through prudent management of staffing vacancies across leisure services
· The cost of Adult Social Care purchasing which is a net £0.7m overspent due to reduced NHS funding for care support costs
There are benefits from treasury management, reduced street lighting energy costs, transport costs and vacant posts.  

1.2
Capital
Capital spend ended the year at £75m against an approved estimate of £93m which was in the main due to re-phasing into 2011/12.
1.3 Income Monitoring
Council Tax (£59m) and Business Rates (£63m) ended the year with collection rates ahead of target; sales ledger income collection (£52m) was slightly behind target.
1.4
General

The draft formal statement of accounts will be available at the beginning of July as KPMG begin the external audit and will also be available for public inspection for 20 days over the same period.  The final audited statement of accounts will be presented to the Audit Committee in September for formal approval.
1.5
Summaries of the outturn on revenue and capital along with major variations are shown as appendices.  
1.6
2011/12 Update
The Council faces a very challenging year in 2011/12 and a number of key issues are already highlighted in this first high level review of the budget position.   Once the final accounts are completed more detailed new year monitoring will take place and a further report will be brought to Cabinet with an updated position.

1.7
2011/12 Revised Budget Strategy
The newly appointed Cabinet have committed to release a set of revised budget proposals for 2011/12 within 100 days of the elections held on the 5th May 2011.  Final decisions will follow consultation with the community.
2.0
RECOMMENDATIONS
2.1 In relation to the 2010/11 Financial Outturn, Members are asked to approve the following recommendations which will go forward to Full Council for approval:
(i) Approve the Revenue outturn position and related virements in Appendix III for 2010/11 which is subject to audit by the Council’s external auditors.

(ii) Approve the transfers into provisions and reserves of £3.1m to support use of one-offs in the 11/12 budget strategy and £3.9m to meet one-off severance costs.
(iii)
Approve the allocation of £0.105m from the capital invest to save fund to meet the costs of a new transport management system; 

(iv)
Approve the Capital outturn position and related supplementary estimates, virements and re-phasing shown in Appendix IV as summarised in the report.

(v)
Note performance against income targets

2.2
In relation to 2011/12, Members are asked to note the continuing pressures in 2011/12 and the update in relation to the revised 2011/12 budget strategy
3.0
SUMMARY IMPACT ASSESSMENT
	COMMUNITY IMPACT
	Do these proposals contribute to specific Priority Plan objective(s)?

	
	Yes
	Delivery of all priority objectives depend on the effective use of available resources.  Financial management ensures best use of resources.

	
	

	
	No
	

	TARGET COMPLETION/DELIVERY DATE


	The formal statement of accounts will be audited by KPMG during July.


	FINANCIAL/VALUE FOR MONEY IMPACT
	Yes 
	The financial impacts are detailed throughout the report.



	LEGAL ISSUES
	No 
	None directly arising from this report.  The S151 Officer has a statutory duty to monitor income and expenditure and take action if overspends /shortfalls emerge.  

	OTHER IMPACTS, RISKS & OPPORTUNITIES
	No 
	

	IMPACT ON SPECIFIC WARDS
	No
	Borough Wide


4.0 PREVIOUS MINUTES
04/03/10 – Full Council, Service & Financial Planning Strategy
10/8/10 – Cabinet, Service & Financial Planning Report 

9/11/10 – Cabinet, Financial Monitoring Report

22/2/11 – Cabinet, Financial Monitoring Report

PART B) – ADDITIONAL INFORMATION

5.0 2010/11 REVENUE BUDGET
5.1 The Council had a gross revenue budget of £421m for 2010/11 and the final net revenue outturn position is as follows (a summary is provided in Appendix I):

	
	£m

	Net Budget
	127.112

	Net Expenditure
	127.029

	Net Underspend
	-0.083

	Percentage Net Variance
	-0.07%


5.2 Variations by Service Delivery Unit are summarised below and further detail is provided in Appendix II.  
	Service Delivery Unit
	2010/11 Approved Estimate
	2010/11 Actual Outturn
	Variance

	 
	£
	£
	£

	Safeguarding
	17,759,774
	19,260,801
	1,501,027

	School Improvement
	1,693,256
	2,673,432
	980,176

	Family & Community Services
	13,856,086
	13,220,493
	(635,593)

	Property & ICT
	(3,638,900)
	(3,649,561)
	(10,661)

	Economy & Skills
	2,517,830
	2,317,172
	(200,658)

	Environmental Services
	27,949,308
	27,159,445
	(789,863)

	Housing & Planning
	5,110,622
	4,988,975
	(121,647)

	Care & Support
	37,967,103
	38,342,525
	375,422

	Customer, Leisure & Libraries
	8,186,138
	7,940,836
	(245,302)

	Governance
	2,405,060
	2,197,283
	(207,777)

	Finance
	(145,580)
	(296,692)
	(151,112)

	Core Services
	1,932,350
	875,933
	(1,056,417)

	Council Wide
	11,519,033
	11,998,041
	479,008

	Total Projected Variation
	127,112,080
	127,028,683
	(83,397)


5.3
This position is after making provision for the £3.1m of the one offs required as part of the 2011/12 budget strategy and setting aside £3.9m to meet the one-off severance costs associated with the delivery of restructure savings.


Some figures will subsequently be adjusted to comply with FRS17 (accounting for Pensions regulations) in the formal statement of accounts.  However these adjustments are notional amounts which do not impact on the overall bottom line or service variations.  

5.4
Variances over £0.100m are highlighted below.  
	Key
	
	

	£0 to £100k

	
	Underspend

	£101+to £250k


	
	Overspend

	£251+to £500k

	
	

	over £500k 

	
	


(excludes notional adjustments such as asset rentals which are required to comply with accounting regulations and are reflected in the appendices).
	Service Delivery Unit

	Actual Variation £m



	Safeguarding
Children in Care – there were 269 children in care at the end of the year.  Regular review meetings are in place to review all placements and additional funds of £1.4m have been included in the 2011/12 budget.  

Agency Staff – overspend arising from the use of agency staff to cover vacancies and long term sickness absence.

Support for Children in Need/Legal Costs and Assessments – payments made to promote the welfare of children in need

Underspends of £0.434m were also identified from across the whole service delivery unit which help towards the overspends.

	+1.518

+0.249
+0.164
-0.434

	

	School Improvement
Specialist Education - Additional resources were allocated to this budget as part of the 2010/11 Education Budget strategy to ensure all current placements were fully funded. The overspend is a combination of new statements, additional support hours and the cost of out of county placements.
NNDR – reduced costs due to revaluation of school properties

Primary schools delegated budgets – lower delegated amount due to in year conversion to academy status.
Dedicated schools grant – reduced grant received due to academies, lower pupil numbers and rates revaluation.

	+0.125m

-0.465m

-0.138
+0.520
	

	Family & Community Services

Transport – lower than budgeted charges from the Integrated Transport Unit for transport.

Underspends totalling £0.119m were also identified across the whole Service Area.


	-0.275

	

	Property & ICT
Asset & Property Management –shortfall relating to rental income due to the continuing high level of voids.
Estates and Investment Management – in year savings

ICT – underspend arising from active management of licensing requirements

	+0.349
-0.156
-0.150


	

	Economy & Skills

One Telford/Lifelong Learning – savings from revised working practices 

	-0.135
	

	Environmental Services

Winter Maintenance Costs – costs associated with the extreme weather conditions 

Engineers – increased fee income from work carried out on major capital projects

Transport – saving arising from bus contract re-tender exercise
Transport – savings on fuel costs
Waste – increased waste receptacle replacement costs

Waste – contract underspend through penalty deductions

Concessionary Travel – underspend due to demographic impact

	+0.228
-0.198
-0.175
-0.131

+0.120


-0.148


-0.151


	
[image: image1]

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


	+0.128

	

	Care & Support
Purchasing budgets – the overspend is due to the reduction in continuing health care funding support to clients from the PCT.  This has had the impact of increasing costs falling on the council for all client groups, particularly Adults with Learning Disabilities.  Costs will rise further in the new year as the PCT continue their review of individual cases and full year impacts feed through of 2010/11 decisions.

	+0.668

	


	Customer, Leisure & Libraries
Telford Ice Rink – Income levels ended the year below target as a result of reduced usage and reduced secondary spend e.g. bar, café, vending machines which is also reflective of the national position.  The overspend has been offset by reduced expenditure and the good performance of Aspirations health and fitness gym across other leisure sites.
Revenues & Benefits – additional admin. grant received to support workload which has increased by 20% while costs managed substantially within existing resources.

	+0.240
-0.223

	

	Governance

Income – income from chargeable works.
 
	-0.121
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	Core Services – benefit of changing the provision of service following restructure in Organisational Improvement.


	-0.245
	

	Planning Process Costs

Technical and legal advice in support of planning decisions
	+0.275


	


	Treasury – benefits from active treasury management, continuing low interest rates and capital programme re-phasing.

	-1.222

	 SHAPE  \* MERGEFORMAT 
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	Council Tax / Housing Benefit Subsidy – increased benefit subsidy performance. 


	-0.301

	


6.0 RESERVES & BALANCES
6.1 The main General and Special Fund balances were £3.263m at 31st March 2011.  Subsequent to closedown the full risk based evaluation of all balances will be undertaken to determine an updated view of balances available for the budget strategy.  

6.2 The position on the main General and Special Fund Balances (including LATS) is:

	
	£m



	Balances at 1st April 2010
	4.159

	Use of General Fund Balances


	-0.896

	Balances at 31st March 2011
	3.263


The General/Special Fund balance forms part of the Council’s overall reserves and balances and this is in line with the figure anticipated in the risk based evaluation of all balances undertaken as part of the 2011/12 budget strategy.  

6.3 As agreed in the budget strategy funds have been carried forward to support the position in 2011/12: £1.435m from early delivery of savings and £1.7m from VAT refunds received in 2010/11.  Further, as highlighted in financial monitoring reports, £3.9m has been allocated to meet the one off costs of restructure. 
6.4
During the closedown process a potential invest to save initiative was identified which could either be funded by setting aside part of the 2010/11 underspend or from the Capital Invest to Save budget:-Procurement of a new Transport Management System – the Routewise software system, used for the routing and scheduling of transport services, has been in place since 1998 and requires updating. The Environmental Services restructure assumes that the new systems will be in place in order to drive out service efficiencies and facilitate a reduction in staff numbers. A business case has been developed with ICT and estimated one-off costs to procure the system are £105,000. Once implemented the new system will deliver ongoing revenue savings in both licence costs (£10k pa) and staff costs (£40k pa), which will be offset against the 20% savings targets for the service. It is proposed that this is met from the capital invest to save fund.
7.0
2010/11  CAPITAL PROGRAMME


7.1
The capital programme for 2010/11 was £93m; spend at year end was £75m giving a year end variation of £18m which is summarised in the table below:
	Priority 
	Budget
	Spend
	%

	
	
	
	

	
	£m
	£m
	

	Adult Care & Support
	0.552
	0.796
	144

	Active Lifestyles
	2.107
	2.157
	102

	Community Protection & Cohesion
	2.671
	2.204
	82

	Children & Young People
	41.213
	33.042
	80

	Housing, Regeneration & Prosperity
	28.162
	24.279
	86

	Efficient, Community Focussed Council
	3.338
	2.743
	82

	Environment & Rural Areas
	15.021
	9.469
	63

	
	
	
	

	Total
	93.064
	74.690
	80


7.2 The main scheme delays/re-phasing to 2011/12 is shown below with detail included in Appendix IV.
	· Building Schools for the Future – programme delay and amendments due to Government efficiency measures and delays on site due to adverse weather.


	
	£8.2m

	· Woodlands Primary – delays on site due to adverse weather.


	
	£1.3m

	· Waste Bulking Station – a comprehensive waste infrastructure business case review is underway.  This has delayed the original plans for the super community recycling centres and bulking station.


	
	£2.9m

	· Local Transport Plan – delay to implementation due to consultation on schemes and design.


	
	£1.5m

	· Parks and Play Areas – late notification of grant funding impacting on consultation and agreeing the programme of works.


	
	£0.5m

	· Housing Strategy & Enabling – contract negotiations have resulted in the programme being re-phased.


	
	£1.9m

	· Wellington BTI – delays due to adverse weather and technical issues.  


	
	£0.8m

	· Town Centre – payment due to HCA re-phased to 11/12.


	
	£0.9m

	· Social Care Capital Grant – delays in contract negotiations and the ICT transformation programme.


	
	£0.6m

	· ICT – the impact of the service reviews has led to an updated corporate ICT strategy being developed which has resulted in spend being re-phased to 2011/12.

	
	£0.8m


7.3 There are a number of new approvals and virements which are also detailed in Appendix IV and require formal approval.
8.0
CORPORATE INCOME MONITORING 

8.1 The Council’s budget includes significant income streams which are regularly monitored to ensure they are on track to achieve targets that have been set and so that remedial action can be taken at a very early stage.  The three main areas are Council Tax, NNDR (business rates) and Sales Ledger.  The Council pursues outstanding debt vigorously, until all possible recovery avenues have been exhausted, but also prudently provides for bad debts in its accounts.
8.2 In Summary the overall position shows NNDR and Council Tax collection ahead of target and sales Ledger collection behind the target set for the year.
INCOME COLLECTION – 2010/11 YEAR END
	
	Actual
	Target
	Performance

	Collection Levels:
	
	
	

	Council Tax Collection
	98.0%
	97.7%
	0.3% Ahead of target

	NNDR Collection
	99.1%
	98.5%
	0.6% Ahead of target

	Debt Levels:
	
	
	

	Sales Ledger – General 
	5.08%
	4.50%
	0.58% outside target

	Sales Ledger -  ACW
	2.40%
	2.30%
	0.1% outside target


 
8.3 Council Tax (£58.7m)
The percentage of the current year liability for council tax which the authority should have received during the year, as a percentage of annual collectable debit. The measure does not take account of debt that continues to be pursued and collected after the end of the financial year in which it became due.  The final collection figure for all financial years exceeds 99%.     

 

Year end performance 2009/10                                     97.5%

Year End Target for 2010/11                                         97.7%  

 

Performance is cumulative during the year and expressed against the complete year’s debit.  Performance to the end of the year is ahead of the Year End Target and Last Years Target:


 

	Year End Target
	Year End Actual
	Last year Actual

	97.7%
	98.0%
	97.5%


 

 
 8.4     NNDR-Business Rates (£62.6m)
The % of business rates for 2010/11 that should have been collected during the year.  This target, as for council tax, ignores our continuing collection of earlier years’ liabilities.  

 

The measure does not take into account the debt that continues to be pursued and collected after the end of the financial year in which it became due.  As a general rule the final collection figure for any financial year exceeds 99%.

  

          Year end performance 2009/10                                  98.2%

          Year End Target for 2010/11                                      98.5%

 

	Year End Target
	Year End Actual
	Last year Actual

	98.5%
	99.10%
	98.2%


 
 8.5
Sales Ledger (£52.0m)
Recovery processes for other income due to the council vary between income billed by Social Services (circa. £27m a year) and the rest which is around £25m a year.  Debt below 2 months is classified as a normal credit period.

Adult Social Care
	Outstanding Debt
	Annual Target

%
	March 2011

	
	
	£m
	%

	Total
	2.3%
	0.671
	2.4%


Other Council Services



The target percent are set relating cumulative debt outstanding from all years to the current annual debit.  The current targets and performance of the general income collection are as follows:

	Age of debt
	Annual Target %
	March 2011

	
	
	£m
	%

	Total
	4.50
	1.1
	5.08


 

Overall outstanding Sales Ledger debt is outside target for other Council Services.  New recovery processes are being introduced as part of the implementation of the new financial management system in July 2011.
9.0
2011/12 UPDATE
9.1
Initial trends relating to the 2011/12 financial position are shown below:

· Implementation of Planned Savings – the 2011/12 budget relies on the delivery of significant levels of savings.  It is important that delivery of these savings is regularly monitored but delivery is   currently on track.

· Inflation – the 2011/12 budget strategy included a general assumption that general inflationary pressures would be accommodated from cash limited budgets.  However inflation has steadily increased over the past few months and RPI now stands at 5.2% which will require robust financial monitoring during the year to review pressure points and identify remedial action needed within Service Areas.  
· Children in Care Placements – projections based on the current numbers (263 – mid May) and mix of placements indicate that spend will be contained within budget during the year.   However, the position can alter significantly and without warning during the year.  Robust processes are therefore in place to monitor changes.

· Safeguarding – there is continued pressure on social care staffing and use of agency staff to ensure the service is fully covered will continue in 2011/12.

· Education - Whilst work is being undertaken as part of the ongoing Service Review and officers are proactively seeking to address issues of need, there is likely to continue to be significant pressure on SEN budgets in 2011/12. In addition some pressure may arise from schools’ need to reduce staffing in response to their level of funding, this cost falls to the Council and the level will ultimately depend on the characteristics of the specific staff involved.
· Insurance - the Council’s insurance policies were subject to a full tendering process for 2011/12 and premiums total £1.067m which is £0.4m lower than the cost in 2010/11.  Around £0.150m of this benefit relates to Schools and the remainder to the main General Fund revenue budget.  As is usually the case, there may be minor adjustments to the premiums due to changing cover requirements throughout the year.
· Adult Care Purchasing Budgets - the budget for 2011/12 for Adult Care purchasing has been set at £29.5m, this reflects the total growth forecast from demography and the increasing demand for financial support from clients formerly funded by the PCT.  The budget represents the total gross expenditure requirement, partially met by the additional NHS funding given to the PCT and to be transferred to the Council of £2.108m.  On the assumption that all of this funding is available to meet the current pressures on spending, then the expectation is that the purchasing budget will overspend in 2011/12 by around £1m. However, the PCT review of health funded clients continues and it should be noted that around £1m of clients remain under review or are appealing against the decision to remove health funding. Therefore, further significant  increases in the level of purchasing costs to be incurred remains likely and the position will need to be kept under review with any projected overspend being reported through to Members with proposals to offset.

· New Homes Bonus - £0.615m grant was allocated to the Council after the budget for the current year was set.  This is a revenue grant which is not ring-fenced.  
· Extreme Weather (Pot hole) grant – £660k ringfenced grant which will be used to deliver a programme of highways improvement works to make good damage caused or worsened by the extreme winter weather conditions.
· Education Business Partnership - £234k grant cut announced very late in March after the budget had been set (includes TWC and Shropshire grant-joint service). The service has scaled down its activities and increased its charging base to schools in order to maintain a balanced position for 2011/12. 
10.0 100 DAY BUDGET 

The newly appointed Cabinet have committed to release a set of revised budget proposals for 2011/12 within 100 days of the elections held on 5th May 2011.  These proposals will include proposed changes to the revenue budget and a review of the capital programme with the aim of reducing the levels of borrowing planned by the previous Administration and will also include significantly lower cost proposals for replacement office accommodation once the sale of the existing Civic Offices site has been completed. The Cabinet also intend to consult widely with the community on budget priorities for future years.  This consultation exercise will run alongside consultation on the 100 day budget proposals for revisions to the 2011/12 revenue budget and capital programme.  Final decisions will follow consultation with the community.
11.0    BACKGROUND PAPERS
2010/11 Budget Strategy / Financial Ledger reports
2011/12 Budget Strategy

Report Prepared by: Ken Clarke, Head of Finance – 01952 383100; Pauline Harris, Corporate Finance Manager – 01952 383701







