TELFORD & WREKIN COUNCIL

CABINET - 22 FEBRUARY 2011

2010/11 FINANCIAL MONITORING REPORT

REPORT OF THE HEAD OF FINANCE
PART A) – SUMMARY REPORT

1.0
SUMMARY OF KEY ISSUES
1.1 2010/11 Revenue
Revenue Spending for the year is projecting to be within budget at year end.  This is after setting aside £1.4m from the restructure and operational efficiencies delivered in 2010/11 for the 2011/12 budget strategy; and uses the majority of the budgeted contingency.
The main pressures are :

· The cost of Children in Care – projected overspend of £1.7m for both placements and the use of agency workers (after the agreed use of the specific contingency of £0.5m)

· The cost of Specialist Education – projected overspend of £0.331m

· Winter maintenance costs due to the adverse weather conditions – a projected overspend of £0.350m

· Income shortfalls – a projected shortfall of £1.3m, 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 rise in the cost of Adult Social Care purchasing taking this overspend to £1m

There are benefits from reduced street lighting energy costs, transport costs and vacant posts.  We are clearly aware that the council will have an extremely challenging position for next year and the £1.4m benefit from restructure and operational efficiencies delivered early in 2010/11 will be set aside to support the 11/12 budget strategy.  It is essential that very tight control on spend is exercised for the remainder of the year to protect the much more difficult position moving into 2011/12 as far as possible. As outlined later in the report as part of recently announced government initiatives, a sum of £1.243m NHS funding is to be transferred through a Section 256 (NHS Act 2006) agreement to support a joint investment programme agreed between the PCT and Council. This has to be directed towards reablement and investment to benefit health and improve overall health gain. Approval to adjust the budget framework accordingly is being sought.
1.2 Capital
The 2010/11 approved capital programme is £93m; spend to date is 43% and has been affected by the extreme weather conditions experienced in December.  Robust programme management and monitoring is in place to ensure schemes are delivered.  The capital programme over the next few years relies on a significant amount of capital receipts as part of its funding which is also being closely monitored.  

2.0
RECOMMENDATIONS
2.1 Members are asked to 

(i)
Note that 2010/11 revenue spend is currently projecting to be within budget at year end and tight control will continue to be exercised over the remainder of the year.  
(ii) Note that income collection is ahead of target for NNDR and slightly behind target for council tax and sales ledger 

(iii) Note that spend against the capital programme stands at 43% and there is likely to be re-phasing into 2011/12.

(iv) Recommend Council to approve a supplementary revenue estimate of £1.243m supported by NHS funding

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.  Regular financial monitoring helps to highlight variations from plan.

	
	

	
	No
	

	TARGET COMPLETION/DELIVERY DATE


	To outturn close to budget at 31/3/11


	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

PART B) – ADDITIONAL INFORMATION

5.0 2010/11 REVENUE BUDGET
5.1 Spend is currently projected to be within budget at year end which is an improvement on the position reported to Cabinet in November.  There are a number of increased pressures which include the costs of Children in Care placements, winter maintenance and Social Care purchasing.  Strict budget management has also led to further benefits being reported across a number of Service Delivery Units which is assisting the overall position.  
	Variations - £m
	9th Nov Cabinet
Report
	Change
	Current Projected Variance

	Children in Care Placements
	1.231
	+0.373
	1.604

	Winter Maintenance
	0.000
	+0.350
	0.350

	Care & Support purchasing budgets
	0.817
	+0.211
	1.028

	PIP rental shortfalls
	0.500
	+0.150
	0.650

	Architects reduced fee income net of one-offs
	0.000
	+0.080
	0.080

	Specialist Education
	0.449
	-0.118
	0.331

	Transport Costs/ Concessionary Travel /  Bus contract re-tender
	0.000
	-0.235
	-0.235

	Restructure & Other Efficiencies
	-1.334
	-0.217
	-1.551

	Lower costs on flood defences and additional fee income
	0.000
	-0.170
	-0.170

	Environment & Open Spaces – vacancies
	0.000
	-0.120
	-0.120

	Economy & Skills – various underspends relating to One Telford
	0.000
	-0.100
	-0.100

	Other
	-0.866
	-0.405
	-1.271

	Total Projected Variation
	+0.797
	-0.201
	0.596

	Set aside for 2011/12 Budget strategy
	+1.435
	0.000
	+1.435

	Uncommitted element of contingency
	-2.087
	0.000
	-2.087

	Total Projected Over/Under Spend
	+0.145
	-0.201
	-0.056


5.2 Variations of more than £0.100m are detailed in section 5.3 for each Service Delivery Unit.  The overall 2010/11 budget position is summarised in the table below which shows the net impact of the in year Government grant loss after offsetting savings, the impact of the 2011/12 operational budget savings which can be delivered early and provide a benefit in 2010/11, the 2011/12 savings feeding through from restructuring activities and other Service variations.

2010/11 Overall Position
	 
	 
	 
	 
	 

	Service Delivery Unit
	Grant Loss
	Savings
	Restructure
	Service
	Total

	 
	£
	£
	£
	£
	£

	
	
	
	
	
	

	Safeguarding (Adults & Children)
	91,000
	0
	0
	1,528,613
	1,619,613

	School Improvement
	120,000
	0
	0
	154,000
	274,000

	Family & Community Services
	92,000
	(74,000)
	(40,000)
	(126,000)
	(148,000)

	Property & ICT
	0
	(75,000)
	(32,000)
	480,000
	373,000

	Economy & Skills
	0
	(7,000)
	(53,200)
	(100,000)
	(160,200)

	Environmental Services
	0
	(229,000)
	(190,000)
	(190,000)
	(609,000)

	Housing & Planning
	0
	(4,300)
	(105,000)
	358,000
	248,700

	Care & Support (Adults & Children)
	0
	0
	0
	732,229
	732,229

	Customer, Leisure & Libraries
	14,000
	(95,150)
	0
	(93,098)
	(174,248)

	Governance
	0
	(36,700)
	(42,940)
	11,729
	(67,911)

	Finance
	(9,000)
	(26,000)
	0
	(110,536)
	(145,536)

	Core Services
	240,000
	(15,000)
	(525,932)
	(176,776)
	(477,708)

	Council Wide
	19,000
	0
	0
	(887,988)
	(868,988)

	
	
	
	
	
	

	Total Projected Variation
	567,000
	(562,150)
	(989,072)
	1,580,173
	595,951

	
	
	
	
	
	

	Less Savings/Restructure Benefits - to be used as part of the future budget strategy
	1,435,486

	Uncommitted element of the Corporate Contingency
	
	
	
	(2,087,000)

	
	
	
	
	
	

	Total Projected Variance
	 
	 
	 
	 
	(55,563)


5.3
Projected variances over £0.100m are highlighted below.  
	Key
	
	
	

	£0 to £100k
	
	
	Underspend

	£101+to £250k
	
	
	Overspend

	£251+to £500k
	
	
	

	over £500k 

	
	
	

	Service Delivery Unit
	Projected Variation £m



	Safeguarding (Adults & Children)
Children in Care - this cost is based on a total of 290 Children in Care.  This reflects the full year impact of the care system entrants during March, any known leavers and latest placements details identified. This may change due to a revision of placement types or length. Regular meetings are in place to review all placements.  
Support for Children in Need/Legal Costs and Assessments – payments made to promote the welfare of children in need

Underspends of £0.282m are also identified from across the whole service delivery unit.

	+1.604
[Increased overspend]
+0.126

[increased overspend]


	

	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 the cost of placements and a shortfall in income relating to other Local Authority placements.
NNDR – reduced costs due to revaluation of school properties

School/Premature Retirement/Redundancy Costs - pressure may be experienced on these budgets in the future as a result of the budget pressures being experienced by schools and their subsequent need to reduce staffing where costs fall on the local authority budget.

	+0.331m
[reduced overspend]

-0.200m

[increased benefit]


	

	Property & ICT
Asset & Property Management – there is a projected shortfall of £0.500m relating to rental income due to the continuing high level of voids.  Other costs due to void properties total £0.100m and are also reported as an overspend.

The rationalisation of PIP stock and service efficiencies is expected to generate £0.300m.

A shortfall in architects fee income is projected due to the economic climate

	+0.650
[increased overspend]

-0.300

[unchanged]

+0.150

[increased shortfall]
	

	Environmental Services

Winter Maintenance Costs – costs associated with the extreme weather conditions 
Engineers – increased fee income from work carried out on major capital projects

Vacancy savings - across Environment and Open Spaces gives rise to a benefit of £0.120m

	+0.350

[increased overspend]

-0.120

[increased benefit]

-0.120

[increased benefit]
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	Housing & Planning
Planning Fees – shortfall in planning fees due to the downturn in the economy.

Temporary Accommodation – costs associated with leased accommodation


	+0.200

[unchanged]

+0.128

[increased overspend]


	

	Care & Support
Purchasing budgets – the projected overspend is due to the loss of continuing health care funding from the PCT which has had an impact on all client groups, particularly Adults with Learning Disabilities.  Costs may rise further as the PCT continue their review of individual cases
Assessment and Care Management –underspends due to staff vacancies.
NHS funding for PCT/Council joint initiatives to invest in both reablement and social care services to benefit health and improve overall health gain. In line with recent Government announcements around NHS funding to be passported via the PCT to the Council, a total of .£1.243m will be transferred under a section 256 agreement (NHS Act 2006)  but has to be spent by year end on a jointly agreed investment programme. An initial programme aimed particularly at alleviating winter pressure impacts on the acute hospitals has already been agreed to utilise £0.22m of this funding which was announced pre Christmas. This is now being expanded to cover a wider range of initiatives and to take account of the additional funding which includes some top up from our local PCT. A more detailed report will be brought to 8th March Cabinet but for now we need to seek approval to amend the budget framework for this amount.

	+1.028
[increased overspend]

-0.199
[increased benefit]


	




	Customer, Leisure & Libraries
Telford Ice Rink – Income levels are below targets set at the beginning of the financial year, largely due to a reduction in secondary spend e.g. bar, cafe, vending machines as well as a reduction in visitor numbers compared to 2/3 years ago.   However this is reflective of national trends and due to the ongoing financial/economic climate. There are underspends on employee costs and other supplies and services across the leisure service which is helping to part mitigate the reduction in income together with increased income from other sports but most notably an increase in gym membership.

Revenues & Benefits – additional admin. grant received to support increased workload
Additional employee costs funded from additional admin. grant

	+0.205
[increased shortfall]

-0.288m

[increased benefit]

+0.141m

[reduced overspend]


	

	Planning Process Costs
Technical and legal advice in support of planning decisions
	+0.150m

[unchanged]


	


	Treasury – benefits mainly from reduced interest costs and cash flow. 

	-0.901m
[increased benefit]
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	Council Tax / Housing Benefit Subsidy – increased benefit subsidy performance. 

	-0.244m
[increased benefit]


	

	West Midlands Leaders Board – the Council will face a potential one off pension liability of around £0.164m when the Board ceases.  This is not currently included in the overall position pending confirmation of the amount being received.


	
	


5.4 As previously proposed the £1.4m benefit from restructure and operational savings delivered in 2010/11 will be carried forward for the 2011/12 budget (which is outlined in the Service & Financial Planning Strategy presented to Cabinet on the 11th January 2011).
6.0 CONTINGENCIES
6.1 The 2010/11 budget includes combined contingencies of £2.725m, which are set aside to meet any unforeseen expenditure.  The table below shows the current balance remaining in the contingency: 
	
	£m

	General Revenue Contingency
	1.596

	Children & Families Additional Contingency
	0.500

	Income/Inflation Contingency (£1.5m less £0.871m allocated as part of the budget)
	0.629

	Total Contingency
	2.725

	Approved Use:

2010/11 Insurance Premiums – Cabinet 27 April 2010
	0.138

	Allocation of the £0.5m additional contingency to Children in Care
	0.500

	Uncommitted element of Contingency
	2.087

	Required to meet 10/11 projected revenue position 
	2.031

	Remaining balance
	0.056


As previously agreed service balances have been pulled back centrally creating a one-off contingency of £1.1m not included above.  This will be carried forward to increase the contingency in 2011/12 on a one-off basis.
The Council is also due some VAT refunds during 2010/11 which will give a net benefit of around £1.7m.  This will also be carried forward and used as part of the 2011/12 budget strategy.
7.0
2010/11  CAPITAL PROGRAMME


7.1
The capital programme for 2010/11 totals £93m (including rephasing virements and new approvals).  Expenditure at the time of compiling this report was £40m, 43%, and has been impacted by the extreme winter weather conditions in December.  A summary by priority theme is shown in the table below.   
	Priority 
	Budget
	Spend
	%
	Projection

	
	
	To Date
	
	

	
	£m
	£m
	
	£m

	
	
	
	
	

	Adult Care & Support
	0.552
	0.000
	0
	0

	Active Lifestyles
	2.107
	1.106
	52
	2.152

	Community Protection & Cohesion
	2.671
	1.213
	45
	2.671

	Children & Young People
	41.213
	17.949
	44
	41.213

	Housing, Regeneration & Prosperity
	28.162
	11.976
	43
	27.791

	Efficient, Community Focussed Council
	3.338
	1.590
	48
	3.338

	Environment & Rural Areas
	15.021
	6.030
	40
	15.021

	
	
	
	
	

	Total
	93.064
	39.864
	43
	92.186



Work has been undertaken to review the financial profiles included in the base capital programme in line with current project plans and re-phasing has been included as part of the budget report.

7.2 CAPITAL RECEIPTS
The capital programme funding includes around £80m of receipts anticipated to be delivered over the period 2010/11 to 2014/15.  Failure to achieve, or delays to, the receipts will have financial implications for the Council and the position is being closely monitored.  
The value of capital receipts received in 2010/11 is projecting to be lower than budgeted however over the medium term planning period the projected shortfall is manageable as there are other capital receipts anticipated. The revenue impact has been built into the treasury management projections in this report and 2011/12 budget strategy.
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.  Current monitoring information relating to these is provided below.  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 collection ahead of target and Council Tax very marginally below target but still ahead of last year.  Sales Ledger collection is behind the target.
INCOME COLLECTION – DECEMBER 2010
	
	Actual
	Target
	Performance

	Collection Levels:
	
	
	

	Council Tax Collection
	85.93%
	85.97%
	0.04% behind target

	NNDR Collection
	88.13%
	87.66%
	0.47% ahead of target

	Debt Levels:
	
	
	

	Sales Ledger – General 
	5.29%
	4.50%
	0.79% behind target

	Sales Ledger -  ACW
	2.7%
	2.3%
	0.4% behind target


 

8.3 Council Tax (£58.8m)
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 December is ahead of last year but marginally behind target for this year:


 

	Month End Target
	Month End Actual
	Last year Actual

	85.97%
	85.93%
	85.77%


 

 
 8.4     NNDR-Business Rates (£62.5m)
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%

 

	Month End Target
	Month End Actual
	Last year Actual

	87.66%
	88.13%
	87.36%


 
 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

%
	Dec 2010

	
	
	£’000
	%

	Total
	2.3%
	756
	2.7%


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 %
	Dec 2010

	
	
	£m
	%

	Total
	4.50
	1.090
	5.29


 

Overall outstanding Sales Ledger debt is outside target for other Council Services.
9.0    BACKGROUND PAPERS
2010/11 Budget Strategy / Financial Ledger reports
Report Prepared by: Ken Clarke, Head of Finance – 01952 383100; Pauline Harris, Corporate Finance Manager – 01952 383701

