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What we are trying to achieve
1.1 By approving the revenue budget for 2011/12, the budget allocations proposed seek to focus financial resources on the delivery of Torbay’s Community Plan – “Turning the Tide” for Torbay. The Community Plan has been developed and prepared by the Torbay Strategic Partnership (TSP) on behalf of all the residents of Torbay.  In additon it will help the Council deliver its priorities as set out in the Corporate Plan and individual Business Plans for services.

1.2
“Turning the Tide” is directed by four key themes, Pride in the Bay, Stronger Communities, Learning and Skills for the Future and, underpinning it all, the New Economy. 
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1.3 The budget has been drawn up after detailed consideration of the various financial reports presented to all Members in recent months culminating in the detailed business unit budget reports presented to Members for each service and consideration of these reports by the Overview and Scrutiny Board. Consideration has also been given to the views expressed by Stakeholders, local residents and Torbay Council staff.

1.4 Members are being asked to either confirm their agreement to the recommended budget or identify areas of concern where, at a future meeting, an alternative budget could be proposed.

1.5 Appendix 1 to this report provides an outline of the budget process for Members and the latest information that leads to the Mayor’s recommended budget for 2011/12.  It also provides a summary on the outcome of the provisional Local Government Finance Settlement which sets out the formula grant allocation to Torbay in 2011/12.

2.
Recommendation(s) for decision
2.1
That it be recommended by Cabinet to Council that:

(a)
the budget for 2011/12 (paragraph A1.42) and the associated fees and charges, be approved;

(b)
the final notified Dedicated Schools Grant be used in accordance with the nationally laid down Schools Financial Regulations (paragraph A1.36) and that the Chief Finance Officer be authorised to make amendments as required when the final figures are confirmed;

(c)
the Members’ Allowances Scheme for 2010/2011 be implemented in 2011/2012 subject to the annual up-rating in accordance with the annual pay award (AP&C) and to any changes approved by Council as part of the 2011/12 budget setting (paragraph A1.37 and paragraph A1.41);

(d)
the Chief Finance Officer in consultation with the Mayor be authorised to approve expenditure from reserves and provisions in accordance with the terms of the respective reserve or provision;

(e)
in accordance with the requirement of the Local Government Act 2003, to consider and note the advice given by the Chief Finance Officer with respect to the robustness of the budget estimates and the adequacy of the Council’s reserves (Paragraph A1.51 to A1.66);

(f)
the Chief Finance Officer, in consultation with the Mayor and appropriate Cabinet Member,  be authorised to prepare a report on the financial issues in respect of 2012/13 and later years and issue any appropriate spending targets that may arise as a consequence;

(g)
the Chief Finance Officer in consultation with the Mayor be authorised to make adjustments to and introduce new fees and charges within the budget during 2011/12 if it is within the best interest for the Council;

(h)
the Chief Finance Officer, in consultation with the Mayor and appropriate officers, be authorised to determine the allocation and expenditure of any new grant monies that may be received during the year;

(i)
the Chief Finance Officer be authorised to make adjustments to the budgets for any technical changes; and
(j)
the Chief Finance Officer prepare the appropriate documentation for the Council to permit the Council Tax setting at the meeting on 24 February 2011 and all other returns to be made by the appropriate date.

3.
That the remaining risk is acceptable.

3.1 
The risks in preparing this budget package have been identified in detail in this report and associated development and variation sheets which formed part of the budget reports prepared for each Business Unit. Other risks not identified in these papers are considered acceptable.

4.
Key points and reasons for recommendations
4.1 
The Council has a statutory obligation to set a budget each financial year and must take account of all factors when setting the budget including service pressures, statutory responsibilities, local needs as contained within the Council’s Community Plan and Corporate Plan and the impact of significant reductions to the amount of grant received from government.

4.2
The report identifies the allocation of resources which the Mayor wishes to be included in the recommended budget but has to be read in conjunction with all previous budget reports both from officers and the Overview and Scrutiny Board. The table below summaries the resources available to the Council.

 Table 1

Summary of Latest Budget Position
	
	
	

	
	
	2011/12

	
	
	£m

	Council Expenditure – Provisional Budget Targets 7 December 2010 (a)
	
	130.0

	
	
	

	Funded By
	
	

	Government Grants 
	
	66.2

	Council Tax Income
	
	61.6

	Collection Fund Surplus
	
	1.2

	
	
	

	Income (b)
	
	129.0

	
	
	

	Balance 
	
	(1.0)

	
	
	

	Updated Budget Changes since December 2010  
	
	

	
	
	

	Release of Pension Provision, Uncommitted Demographic Growth and grant changes
	
	2.200

	Treasury Management savings 
	
	0.200

	Senior Management Restructure savings 
	
	0.200

	Essential Car Users savings
	
	0.050

	Additional Planning Income 
	
	0.050

	Reduction in Levies and subscriptions
	
	0.050

	
	
	

	Available for reinvestment 
	
	1.750

	
	
	


4.3 The Council’s budget establishes the resources available to meet the priorities identified in the Community Plan as it impacts on the Council and reflected in the Corporate Plan.  During the budget process Members and officers have been faced with a number of difficult decisions to ensure services can be delivered within a much reduced financial resource base compared to previous years.  Therefore, the budget recommendations have been made ensuring resources are prioritised in accordance with agreed plans but mindful of the further reductions to local government grant over the course of the four year Comprehensive Spending Review (CSR).
4.4
The main risk with the proposed recommendations is if a Business Unit’s expenditure exceeds the approved budget during the year as a result of influences outside the services control, which may result in the Council exceeding the approved budget if compensating savings are not found elsewhere. If this occurs in year, Members and officers will have to agree an action plan to address the overspend and report publicly on progress against the action plan. Regular monitoring reports will be presented to Members throughout the year on the financial position of the Council. If the Council declares an overspend at year-end there will be a call made upon the Council’s General Fund Balance to finance the overspend.  

4.5 The Chief Finance Officer has made clear that the Council needs to set a robust and sustainable budget and that any “one-off” monies that are available should be applied to meet either “one-off” items of expenditure, such as redundancy costs, or be used to fund pump priming expenditure that should result in longer term efficiencies for the Council.

4.6 Should there be any reduction in the Council’s General Fund Balance this will need to be made good in future years and will be the first call upon the Council’s budget. Any significant reduction in the General Fund Balance could influence the external auditor’s view of the Council when considering future direction of travel assessments.

4.7 The prospective budget for 2011-12 is being developed on key principles that reflect the priorities of the Council of securing a cleaner and more prosperous economy that are based upon economic regeneration and the appearance of the Bay, whilst also supporting vulnerable members of the Bay particularly in Children’s and Adult Services.  
4.8 A summary of the Mayor’s and Cabinet’s pledges are included within the report. 
For more detailed information on this proposal please refer to the supporting information attached.

Richard Thorpe







Nick Bye

Executive Head of Governance





Mayor

and Section 151 Officer

Supporting information to Report 13/2011

A1.
INTRODUCTION FROM THE MAYOR 
Current Context
A1.1
The budget proposals this year have to be set against some of the largest reductions to local government resources ever known and these will continue over the next four years. At the same time demands on our services continue to increase and therefore it is even more important to ensure the Council allocates resources to its key priorities.  The Council will continue to ensure all services are provided efficiently and effectively and that value for money is achieved.

A1.2
The Council needs to be innovative and imaginative in the way it delivers services in this extremely challenging period.  The Government has set out that there will be a reduction in resources of 28%, over the four year period, across local government which will mean no council can continue to provide the same type and range of services as in previous years. At the present time the government has only identified the funding it will provide to local authorities for the next two years. For Torbay the figures are: 






Table 2
	2010/11 Actual

£’m
	2011/12 Provisional

£’m
	2012/13 Provisional

£’m

	76.207
	69.962
	65.573


A1.3
These figures represent a 14% reduction over the next two years in grant income to Torbay from central government.

A1.4
Having said that, the Council invests significant resources into the Bay across a wide range of services that will improve the Bay.  My proposed budget should also enable the Council to respond to and meet any changes that may arise both locally and nationally over the next year and l would like to take this opportunity to outline what we will be doing to support and improve the lives of Torbay’s communities. The Cabinet and I have confirmed a number of pledges and priorities which support the overall priority of Community Prosperity and will form part of the budget proposals.  

A1.5
Before getting into next year’s budget though I have noticed that many of the conversations that have been held in recent weeks have been about what we are no longer going to be doing and how we will be reducing services, we should also remember that over 40% of the reductions in spending are efficiency savings which by the very nature of the reduction means that we are delivering the same for less which is to be welcomed. We should also remember what we have achieved in the last 12 months from our revenue budgets and what we will continue to build on. So I am particularly proud of:

· The establishment of TOR2 that will save the Council over £10m over the life of the contract.
· The improvement the Council has seen in its recycling rates and the positive saving that will have on the reduced amount of landfill tax we will have to pay as a consequence.
· The Creation of the Tourism company and influence private sector will have on the running and establishing the objectives of the company. 
· The Creation of the Economic Development Company to focus on economic development within the Bay and positive moves it has already made with the appointment of the Board.
· Maintaining overall Council expenditure with the approved budget.

· Delivery of £1.2m of savings through the Carbon Management Programme.

· Supporting the local economy by spending £18m within the Bay in the first 6 months of 2010.
Principles and approach

A1.6
The principles and approach I have asked officers to apply in developing next year’s budget are the following:

· To maintain a focus on priorities which are regeneration, maintaining the appearance of the Bay and supporting vulnerable children and adults.

· With partners to ensure we maintain our approaches of early intervention and prevention for the long term benefit of our communities and the public purse.

· That we consider applying our resources “first and most” in relation to need, in order to support our deprived communities.

· To maximise our revenue opportunities.

· To continue to invest to save with partners where we can.

· To develop radical solutions for service delivery over the next 4 years.

Rationale

A1.7
The rationale for budget setting has been to apply our resources based on the principles my Cabinet and I have agreed.  The budget maximises further efficiencies in the first instance and secondly looks at decommissioning services where they do not align with our top priorities.  Although these proposals are in relation to the revenue budget, the same principles and rationale apply to capital monies; that is to utilise our assets and capital resources in accordance with our priorities and where those assets do not align with priorities to either maximise revenue from those assets or to sell them to enable financial reinvestment in other priorities.  
Community Plan
A1.8
Underpinning our priorities are the long term ambitions outlined in the Community Plan ‘Turning the tide for Torbay’. The plan has a clear focus on economic prosperity and was developed and prepared by the Torbay Strategic Partnership on behalf of all the residents of Torbay. The vision is directed by four key themes:

· The New Economy

· Pride in the Bay

· Stronger Communities

· Learning and Skills for the Future.

A1.9
This year Torbay Strategic Partnership reviewed the Community Plan in light of the changing national context as well as local feedback and past achievement.  It is re-assuring that the analysis of the data and information available to the Partnership, including feedback from local people, largely confirm that our original objectives and ambitions were the right ones. The slight variations to the existing community plan reflect our recent achievements and the continuing emphasis of our collective focus to reduce inequalities by closing the gap between the least and most well off.

A1.10
Partners also wanted further emphasis on the long term responsibilities of the current generation to future generations by ensuring we continue to work in mitigating the adverse impacts on climate change. We recognise that our ambitions as partners can become more of a challenge in periods of recession and we are working together to reduce this risk.
Efficiency and radical solutions

A1.11
The budget is prepared on the basis of deploying further efficiency measures where possible and this will give us a further £3.9m in efficiency savings.  The Council has continued its commissioning and remodelling journey which has seen this year the implementation of our joint venture for waste and other services, TOR2. This new company will produce savings and improved services in the medium term.  We have also set up our arms length tourism company which as well as producing savings will unify the tourist sector and enable it to set its own priorities.
A1.12
We will continue to develop shared services with partners, not only for support services such as Devon Audit Partnership, aspects of Children and Legal Services, but also taking forward a large scale waste solution with Devon County and Plymouth Councils which will give us a cost effective solution for the next 25 years.  Officers are tasked with continuing our transformation journey and are developing a new programme – “People, Place, Partnerships and Productivity”.  This will build on our achievements and encompass not only productivity improvements and shared services with partners but also include a greater focus on concepts such as the “Big Society” and developing more work through more diverse voluntary sector and volunteer arrangements as well as social enterprise.  Partners remain key as part of service delivery to communities and we will work with them to multi-skill front line staff and to develop locality based working to find new local solutions to the issues that are important to the local communities.

A1.13
As acknowledged in our medium term resource plan, the local economy is 36% dependent on public sector employment and so, although our workforce with the Council will shrink over 4 years, the rationale for workforce reduction is to manage this evenly over the 4 year period so there are not adverse impacts on the local economy.

The New Economy  

A1.14
We will use our resources to specifically to deal with a number of key issues:

A1.15
We will continue to work towards seeing further regeneration of the Bay, and improvements to the three towns, through continued development of the Mayoral Vision. As well as further enhancing the skill base in the Bay we also aim to regenerate our economy by attracting inward investment and reducing our reliance on tax and grants. To support this we will improve our transport and connectivity, including continuing our efforts with our partners to secure the South Devon Link Road.


We will secure better value for money from key assets and decommission those that are no longer required.

Pride in the Bay

A1.16
We are progressing the waste to energy plant with Plymouth City and Devon County Councils as well improving recycling across the Bay. The appearance of our parks and gardens and the overall cleanliness of the Bay continue to be a priority. We will complete the refurbishment of key play and leisure areas, including making provision for older people.

A1.17
We will enhance our cultural offer by continuing to develop enterprise and innovative approaches, including regenerating Cockington Court.

A1.18
Improvements around Torquay Harbour will be made through the Area Action Plan and we will deliver the first phase of the Tourism Strategy, focusing on attracting quality brands and improving visitor spend. We will support the sector through the planning framework.

A1.19
We will continue to address climate change by reducing our carbon emissions. 
Stronger Communities

A1.20
We will deliver effective adults’ and children’s safeguarding, in particular ensuring that all children and young people are protected from abuse and neglect and feel safe and supported in their families and communities and also ensuring that vulnerable adults are also safeguarded properly. 
A1.21
To continue our work with partners to reduce the number of conceptions by teenagers.

A1.22
Together with partners we aim to close the gap in deprivation in our communities and develop a locality approach. This will include further development of volunteering across the Bay. We will ensure benefit claimants receive the full amounts they are entitled to and at the same time we will address benefit fraud.

A1.23
We will complete the MyPlace project, ensuring that the young people of the Bay benefit from a world class facility whilst also maximising the opportunity to adopt an entrepreneurial approach in marketing MyPlace at regional, national and international levels  

A1.24
Our work with partners continues to maintain a low crime rate in the Bay and to tackle anti-social behaviour. In particular we will renew our efforts to reduce the level of domestic abuse across the Bay 

A1.25
We will work with local people to maximise the housing bonus for the necessary housing growth in the Bay.

A1.26
We will support the review of learning disabilities and the personalisation agenda in relation to Adult Care and continue the support for carers. Through the implementation of the Older Person’s Strategy we will help older people lead fulfilling lives, reduce reliance on residential care and take control over decisions directly affecting them.
Learning and Skills for the Future

A1.27
We will improve children and young people’s life chances by:

· Improving attendance and behaviour at schools and other education settings;

· Supporting them in making healthy lifestyle choices and closing the gap in deprivation;

· Reducing their use of alcohol and substance misuse;

· Reducing the number living in poverty; 

· Increasing participation and positive activities available to them; and

· Strengthen our corporate parenting role.

A1.28
We will continue our success in minimising the numbers of 16-18 year olds not in education, employment or training. 

A1.29
We will support schools through the changes arising through new national policies.

A1.30
We will support the School for Social Entrepreneurs at Dartington.


Improving our Corporate Performance

A1.31
We will manage public sector reductions in funding (28% nationally for local government) and re-model solutions over the next 4 years by:
· Working with partners to provide the best outcomes for people in the Bay, particularly in the light of significantly less taxation revenues;

· Having an ongoing community dialogue regarding commissioning and re-commissioning of services;

· Developing our workforce in the light of the need for a smaller workforce with more multi-skilled elements in the Council and partners.

A1.32
We will implement changes as required by new national policy which will impact on the Bay in respect of Schools, Benefits, NHS, Public Health, community based budgeting, Big Society, Localism and Adults’ Social Care.

Future years

A1.33
This budget is set in the context of a continuing shrinkage of public sector spend against a background of a local challenge to continue to improve Torbay’s economy and regenerate the Bay in order to secure sustainable community prosperity.  Key challenges remain in attracting external investment and increasing reliance on the private and voluntary sector to deliver the changes the Bay needs and local communities want.  

A1.34
The policy context which the national coalition government have set will provide a huge agenda which will impact on us in Torbay both as local government but also as traditional partners of service delivery.  A summary of a few of those changes include:

· The changes in the NHS which put GPs at the heart of our commissioning choices also mean we will need to consider how we commission Adult Care, as we will not be allowed to continue with the existing arrangements;  

· Government has also, as part of its thinking, reformed Public Health so it becomes part once again of local government and will carry a set of statutory responsibilities for the Council. These include not only persuading people to behave in a way which supports their own well being, but also for the Council to administer a number of health functions such as vaccinations for children and other preventative health measures.  

· Government has introduced the concept of the “Big Society”. We will be testing how the Bay can develop this concept through further use of volunteers and local neighbourhoods and communities developing their own local plans. We will work with partners to change the way we deliver our services to better respond to localities.  

· The Criminal Justice system is similarly undergoing major reform with less people kept in prison and more people living in our communities on license. We will need, with partners, to be vigilant as to the risk profile of the Bay.  

· Government are also introducing elected commissioners for Police in 2012 and this will impact on our own current arrangements of a locally based Crime and Disorder Reduction Partnership (CDRP). 

· National government has proposed a significant change to the benefits system which will see an ambitious plan to create a single system administered by DWP rather than local government and a considerable change in income for those who are currently benefit reliant.

· Affordable housing remains a key challenge in the Bay and we will need as a Council to continue to have robust local discussions about our need for growth of housing and how that is best delivered and where that is best delivered.  

· We continue to be challenged by keeping our children safe and the demand for children being placed in the safeguarding system has not yet abated.  We will continue with partners to intervene early and use prevention with the logic that this should in future years reduce the numbers of children we are currently receiving into formal children’s safeguarding.  

· We have worked well to reduce persistent absence and raise educational outcomes across the family of schools. We have secured good partnership working with primary and secondary schools and have worked to further extend the ways in which schools support schools. We will need to build on these developments as the government continues its wholesale reform of the schools system and curriculum. The most notable part of this reform is the development of academies which give schools greater autonomy and autonomous financial arrangements and little formal relationship with local government. We are well aware of the major challenges faced by schools resulting from the significant reductions in dedicated schools capital funding and will continue to maximise the value for money secured through the reduced schools capital programme.  

A1.35
All these future challenges will be balanced by retaining sufficient creative capacity in the Council through further developing commissioning and partnership working in order to deliver good outcomes for communities and developing the special sense of place that is Torbay. 
Revenue Budget Proposals

A1.36 As part of the budget process there are a number of formal issues that have to be dealt with. Firstly, the Council has to confirm that it will be directing the entire grant received in respect of Dedicated Schools Funding through to the areas agreed by the Schools Forum. Accordingly it is recommended that the £84.4m from the Dedicated Schools Grant (DSG) be included in the Council’s budget for schools related expenditure. It should be noted that this is an estimated figure at this stage and is based on the latest pupil numbers forecast of 17,440 pupils multiplied by £4,841.97, which is a per unit pupil amount now called the Guaranteed Unit of Funding (GUF) allocated by central government for Torbay. The final DSG will be confirmed in July 2011 when the January pupil census numbers have been confirmed and it is recommended the Chief Finance Officer (CFO) be authorised to make appropriate changes when the final numbers are known.

A1.37
The Council has, as part of the legislative requirement, to approve the Members’ Allowances Scheme including the agreed level of payment of allowances to Members. The budget has been developed on the basis that the existing scheme is continued as previously recommended by the Independent Remuneration Panel and endorsed by Council. Thus Members' Allowances will be increased by the appropriate rate in line with the annual pay award. However, if Members, through the budget debate, recommend a different level of payment in respect of allowances then this would be reflected in the payments for 2011/12.
A1.38 
As part of the budget process, Members have been reviewing the expenditure plans for all services as set in the budget papers and, where applicable, have also had the opportunity to review the proposed charges for services each business unit has been proposing in accordance with the principles and best practice laid down by the Audit Commission. These proposals were included in the papers circulated in December and considered by the Priorities and Resources Panel. I am recommending acceptance of these charges in all cases.

A1.39
Included within Torbay’s Budget Requirement is the budget for the Brixham Town Council. The Town Council approved their 2011/12 budget on 20 December 2010 of £186,450. This is the same level as the previous year. Whilst this is included in the Council’s budget, it is offset by a specific levy on the ratepayers of Brixham (equivalent to £28.15 per Band D property) and this would not count against Torbay’s budget.
A1.40
I am proposing a budget of £125.197m for 2011/12. This will be a challenging budget due to the level of savings required to deliver balanced and robust budget. This has been arrived at after considering the views of the Overview and Scrutiny Board, Stakeholders, individual responses including consultation with Torbay council staff.  I have set out below my response to the issues raised by the Overview and Scrutiny Board and where I am proposing to reinvest money to services.
RESPONSE TO OVERVIEW AND SCRUTINTY

General
A1.41
The Overview and Scrutiny Committee have worked hard in challenging circumstances to prioritise areas for reinvestment and seek additional savings.  Council officers have been working hard to also identify additional areas where savings can be made.   This enables the Council to have £1.8m available for re-investment.

	
	£‘000
Proposed Reinvestment

	Adults Services
Adults Services is the largest share of the Council’s budget.  In recognition of the changes needed to modernize aspects of this service and meet the needs of demography, the Council has, year on year increased this budget and, overall, the budget for Adult Social Care is in line with the average nationally.  I acknowledge the progress made in some areas of Adult Social Care and applaud the difference to the Bay Family that the integration with health has made.  However, the NHS money is time limited and Adult Social Care will need to increase the pace of change to reduce high cost areas, keep control over in-year budgets and use technology to continue to drive down costs.  I would also like to see Torbay NHS Care Trust (TCT) work closer with the Council in some departments, e.g. research and communications, areas of safeguarding and harm reduction, to drive down costs for both organizations.

In addition to the re-investment of £1.1m that I wish to see securing the maintenance of substantial levels of care and the existing or better domiciliary care provision, I am asking officers to consider how to meet our commitment to the Risk Share Agreement while TCT is in transition and the Council re-commissions the provision of Adult Social Care.  I would like to see those proposals for re-commissioning brought forward by September.

	1,100


	Children’s Services
There is a high level of agreement about the priorities for Children’s Services.  Other than re-investing monies for legal fees which can be achieved by efficiency savings, I wish to delegate the proposed re-investment sum to the Cabinet Member for Children’s Services in conjunction with the Director of Children’s Services.  The proposal to re-invest £0.466m addressed the vast majority of the Overview and Scrutiny requests and is in addition to the £0.4m for Safeguarding already included in the original targets.  

I acknowledge the good work done by Children’s Services in their transformation agenda which has resulted in a high level of cashable efficiency savings without reducing service levels.
	466

	Environment
I would like to recognize the transformation of services within Residents and Visitor Services, Spatial Planning and Community Safety for the progress made in Commissioning and transforming services that have resulted in better services to the public, more streamlined services and a high level of cashable efficiency savings.  I propose to re-invest in the following:
	

	Residents and Visitor Services
I have a lot of sympathy with the views of Overview and Scrutiny in wishing to re-instate many of the areas in this budget.  I am most conscious of the impact on the communities we serve.  As far as our resources are able, I wish to propose re-statement of the following:

· Reduction in street lighting hours £0.1m –  to ensure lights are available until 0100

· Grants to Third Sector organizations - £0.012m – I very much appreciate the contribution of this sector to support people in the Bay and provide for the wider enjoyment of our residents and visitors.  I propose re-instating the whole proposed cut for the Acorn Centre and reducing the proposed 7.5% cut to 5% for all other organizations.

· CCTV – Partners have indicated the importance of this service to them.  There is an urgent need to find a future solution in this service area.  I am proposing to reinstate the cuts of £0.1m to ensure we maintain the improvements that have been made in respect of our night time economy.  This is a one year only proposal and I wish to see proposals for the future of this service by September and I would particularly like to see a solution that is partnership focused.
Community Safety
· Out of Hours Service £0.010m.  However, I note that the officer view is that the service is not well used and I would wish to see officers investigate another way of delivering this service.
I have been unable to find additional funding for the Family Intervention Project.   I appreciate that this has brought significant benefits to our communities and is already being considered for alternative delivery However, there are a number of services: Integrated Offender Management, Youth Offending Team, Domestic Abuse & Supporting People that I would like to see taking a more formal cross agency or even cross boundary approach to streamline ways of working and gain further efficiencies.


	222

	Spatial Planning
Site reviews £0.012m.  I appreciate the importance of site reviews to Councilors and would not wish to see them disappear altogether.  I propose some small re-investment for a minimal service.

	12

	GROSS TOTAL REINVESTMENT

	1,800

	SUBSEQUENT SERVICE SAVINGS RECOMMENDED

	

	Governance 

Overview and Scrutiny have recommended that Members’ Basic Allowance and Special Responsibility Allowances all be reduced by 5%.  This will generate a further £0.025m saving which can be reinvested into services.
	(25)

	Business Planning

Overview and Scrutiny are proposing a further reduction of £0.1m to Communications.  I am deeply concerned about the implications of this.  The media is a hungry beast.  Last year 2300 enquiries from the media came into the communications team and over 400 press releases were issued, 99% were used and 90% in a positive way.  These press releases showcase the Council’s work often with children and vulnerable people and promote campaigns, for example on anti-litter.  More and more people are using the web for both information and as an interactive channel for doing business and communicating with the Council.  In times of great change and uncertainty, communicating with staffs is vital to ensure continued motivation and understanding of the change process. The team has already saved £0.058m through not renewing fixed term contracts and it is proposed to reduce another £0.032m with cutting out the paper version of Torbay View.  I have received significant lobbying from partner organizations to retain Torbay View and there is no doubt that savings could be made through a partnership approach.  However, that would require people to do it.  The proposal to remove an additional £0.1m would mean that:

· Members would individually field media enquiries – at a risk of things going wrong

· There would be no support to services

· There would be no help with key strategies and bids for funding

· There would be no support for campaigns on teenage conceptions for example, one of the Council’s key priorities.

· There would be no e-version of Torbay View

· There would be no photography, DVDs or videos unless paid for separately

· There would be limited support for internal communications and web initiatives. 
· No support for business continuity ‘emergencies’
I am prepared to recommend a further £0.025m saving to reflect the strong views held by Councilors on this issue.
	(25)

	NET TOTAL FOR REINVESTMENT (see table 1)
	1,750




A1.42
Table 1 overleaf summarises the recommended budget for each Business Unit of the Council if the recommendations are accepted. The budget digest will be circulated to Members at the Council meeting on 9 February when the budget proposals will be considered.

Table 3
Recommended Budget 2011-12

	
	Mayor’s Provisional Budget Proposals
	Reinvestment 
	Proposed Budget

	
	£’000
	£’000
	£’000

	People
	
	
	

	Children’s
	21,532
	466
	21,998

	Adult Social Care
	40,311
	1,100
	41,411

	
	
	
	

	Environment
	
	
	

	Residents and Visitors **
	9,579
	212
	9,791

	Spatial Planning 
	5,435
	(38)
	5,397

	Torbay Development Agency
	4,819
	0
	4,819

	Waste and Cleaning
	10,518
	0
	10,518

	Community Safety
	1,603
	10
	1,613

	
	
	
	

	Corporate Support
	
	
	

	Business Planning 
	2,168
	(25)
	2,143

	Communities – Housing
	8,311
	0
	8,311

	Governance **
	2,439
	(45)
	2,394

	
	
	
	

	Operational Support
	
	
	

	Finance – Financial Services
	1,304
	0
	1,304

	Legal and Procurement
	1,080
	0
	1,080

	Human Resources
	881
	0
	881

	IT
	2,778
	0
	2,778

	Customer Contact
	1,580
	0
	1,580

	
	
	
	

	Corporate Budgets  **
Includes: treasury Management, Contingencies, Precepts, External Audit Fees & Insurance and contribution to reserves
	16,014
	(5,296)
	10,718

	Council Tax Freeze Grant
	0
	(1,539)
	(1,539)

	
	
	
	

	Sub Total
	130,352
	(5,155)
	125,197

	Brixham Town Council
	
	
	186

	Schools Related Activity*
	
	
	84,400

	Total
	
	
	209,783


*Subject to final confirmation of pupil numbers in May
**Restated
A1.43
At the present time it is being assumed that there will be a recommended budget that will result in council tax income required of £61.572m. If Members agree to the budget then there will be a Council Tax freeze for the Torbay Council element of the bill, which will then result in the Council being eligible for a grant that has previously been assumed as being £1.5m and which has been reflected in Table 3.  


Summary Financial Position

A1.44 If all the recommendations included in this report are accepted then the overall financial position will be as shown in table 2 below:

Table 4
Summary Financial Position 2011-12




 





  £’000




Planned Expenditure



- Torbay Council net revenue budget

           125,197

- Brixham Town Council




       186

- Schools Related Expenditure 



  84,400









_______


Total Net Expenditure 




209,783









_______


Funded by


Delegated School Grant (provisional)


  84,400

Revenue Support Grant




  14,719
National Non-Domestic Rates



  47,697







                      ------------










146,816












------------


Council Tax

· Collection Fund Surplus


         
    1,209
· Torbay Council





  61,572
· Brixham Town Council




       186








------------  

  62,967
------------









           
209,783
_______
A1.45
As indicated earlier, if approved, this would represent a freeze in the Torbay Council element of the final Council Tax demand note. The final bill will also depend upon the final demands from the Devon and Cornwall Police Authority, the Devon and Somerset Fire Authority and the impact of the budget set by Brixham Town Council for the residents of Brixham.

A1.46 
Whilst the budget in respect of Delegated Schools monies is provisional until the final pupil numbers are confirmed in July, unless the Council changes its current policy of not increasing that sum from its own resources, the grant received will be automatically passported through according to the schools funding formula outlined in the Torbay schemes for financing primary, secondary and special schools. It is not recommended that the Council changes its current policy. 

Use of Reserves

A1.47 The previous report identified resources being made available from reserves and that £4.5m is released from reserves and is allocated to a new Comprehensive Spending Review reserve.  This reserve was set up in anticipation of the significant reductions expected and will be used to support the budget over the CSR period.

A1.48
Members will be aware that further reductions can be expected to the Council’s grant income from government over the next four years.  The CSR reserve will be required to support the Council over this period.  Whilst the Council could use one off reserves to fund the 2011/12 budget this approach is not recommended as it will mean the Council does not have a sustainable budget and will be subject to scrutiny from our External Auditors.

 A1.49
Officers and Members are still assessing the impact of the budget recommendations on staffing but the Council will, where possible, minimise the number of redundancies made. However, based upon the proposals made, there will be some redundancies and associated costs. Where possible services will be asked to meet the costs of any redundancies but due to the size of the reductions required to set a balanced and robust budget costs for redundancy will be the first call upon the CSR reserve.

A1.50
As part of the regular monitoring process, all spending or allocations from these reserves will be reported in accordance with financial regulations.

Budget Risk Assessment
A1.51 When preparing the annual budget the Council’s Section 151 officer – the Chief Finance Officer – must comply with a number of statutory requirements as set out in the Local Government Bill 2003. These relate to the robustness of the budget estimates for each financial year and the adequacy of the Council’s reserves. This requirement is contained within Clause 25 of Part II of the Bill and forms a fundamental part of the external auditor’s assessment each year.
A1.52
As in previous years, the Council has been through a detailed budget process in setting the budget for 2011/12. Officers and lead Members worked together to produce budget reports for each of the Council’s business units. These were scrutinised by the Overview and Scrutiny Board and Stakeholders.  The Overview and Scrutiny Board presented a report to the Mayor and Cabinet on their conclusions and recommendations before the Mayor proposed a final budget to Council. This culminates in the Council considering and approving a revenue budget for the financial year and consequentially setting the Council Tax for 2011/12.

A1.53
Torbay Council has always adhered to a number of legislative and regulatory requirements which require the robustness of the budget to be considered and the adequacy of the reserves when setting the budget: i.e. sections 32 and 43 of the Local Government Act 1992 and the Chief Finance Officer’s section 114 responsibilities with respect to managing a balanced budget for the authority. The requirements contained within the 2003 Bill formalise a number of these functions, which has always been implicit within the Council’s previous budget setting process.

A1.54
When recommending a budget to Council for 2011/12, the Mayor should give consideration to the Government powers contained within Clause 26 of the Bill with respect to the level of general fund balances and reserves. As part of the budget process I, as Chief Finance Officer and the statutory responsible financial officer, make an assessment as to the level of the Council’s reserves and balances and this is outlined below. The Secretary of State for Communities and Local Government has reserve powers to set a minimum level of general fund balances and reserves for local authorities. This may occur as a consequence of the Chief Finance Officer reporting that the level of reserves is inadequate.

A1.55
To comply with the legislation the Priorities and Resources Panel Board has already considered a report on the level and adequacy of the Council’s reserves (Report 277/2010). The report was approved by Cabinet on 16 November 2010. In summary section A.5 of the report stated the following:-

Chief Finance Officer Statement - I am satisfied that the Council’s General Fund and Earmarked Reserves, including Insurance Reserves, are adequate for the Council’s Financial Plans and to meet any known or predicted liabilities over the period in which the liabilities are expected to become due for payment. 

The Council’s General Fund Reserves of £3.7 million represents 2.7% of the Council’s overall 2010/11 net budget.  

If the proposed budget is approved General Fund Reserves will represent 2.9% of the Council’s overall 2011/12 net budget.

A1.56
The report also made reference to the state of the earmarked reserves. All earmarked reserves were considered appropriate and the balances held to be at the correct level, although some amendments which were outlined in the report were recommended and accepted.

A1.57 At the present time I cannot recommend any further transfers from the earmarked reserves or general balance, other than planned expenditure in accordance with terms of the establishment of the respective reserve, to aid the 2011-12 budget. I must stress that if the Council recommends the use of one- off reserves to fund ongoing commitments I will have to state that whilst the budget will be robust for 2011/12 this is not a sustainable option and it will require the Council to start planning immediately to identify savings and /or service reductions to ensure a robust budget can be developed for 2012/13.
Robust Budget

A1.58
The production of a robust budget each year is an essential element for the effective financial management of the authority. Torbay has continued to align service delivery and financial planning which involves matching and moving resources to deliver service priorities contained with the Community Plan and the Council’s Corporate Plan 
A1.59
As in previous years the budget process has been informed by engaging Members, Stakeholders, local residents and Council staff involvement in the process through the a series of meetings. Officers and Members have been assessing the financial impact of spending pressures that are likely to affect Torbay in 2011/12 and the Overview and Scrutiny Board have made formal recommendations to the Cabinet based upon the outcome of these meetings. 

A1.60
As part of the budget process for 2011-12 Members have received updated versions of the Medium Term Resource Plan, the latest update was considered by the Priorities and Resources Panel in October 2010 and the Cabinet on 16 November 2010 which included recommendations from the Panel. An updated version of the Plan will be presented to Members in due course. 

A1.61
A series of budget reports were presented to Members in December 2010 and the Overview and Scrutiny Board and Stakeholders discussed these reports in January 2010 and the implications of the spending targets proposed. 

A1.62
The Cabinet and Council have received a separate report on this agenda (Report OSB/02/2011) outlining the recommendations of the Overview and Scrutiny Board with respect to the 2011/12 spending targets.

A1.63
There are a number of risks which can arise during the development of the budget. These include inaccurate assessment of costs, failure to identify emerging risks and service pressures through the Council’s business planning process, service variations being proposed that are not achievable or realistic, resource allocation not linked to strategic objectives, a lack of involvement of Members, Stakeholders and local residents and weak budgetary control. To mitigate against these risks a number of assumptions have been made in the development of the budget for 2011/12 to ensure a robust budget is set. These include:

· the assessment of inflation i.e. pay and price increases using the most up to date information available;

· an assessment of the level of interest rates which is contained within the Council’s Treasury Management Strategy;

· the assessment of increased demand for services based upon business plans;

· aligning service planning and financial planning based on individual services business plans;

· an assessment of the level and timing of capital receipts and payments;

· an assessment of the revenue impact for any planned unsupported borrowing;

· an assessment of the revenue consequences of any capital investment; and
· continued review of actions and emerging issues taking place in 2010-11 as part of the regular budget monitoring process and how these may impact on 2011-12 and later years.

A1.64
The main risk once the budget has been set is inadequate financial control. This is minimised by effective and regular monitoring of the budget throughout the year. Torbay has, for a number of years, put in place a series of regular revenue and capital monitoring reports, which are presented to the Cabinet and the Overview and Scrutiny Board meetings which review the budget on a quarterly basis throughout the financial year. These reports provide Members with an overview of the key spending pressures faced by the Council linked with performance issues at the same time and the management action which will be taken to address any issues which arise. This approach will also pick up issues arising from economic volatility and increased demand for services.

A1.65
In addition to the generalised risk relating to financial control, there are also a number of specific risks which the Council has addressed in the recommended budget. The main specific risks relate to the impact of an increase in the number of complex projects, investment to support increasing demands with social care and safeguarding children, the cost of any redundancies and the continued impact of the current economic climate.

A1.66
A timetable for the submission of monitoring reports to the Overview and Scrutiny Board and Cabinet is published at the start of each new financial year. In addition, key volatile budgets are reviewed and updated on a regular basis and are monitored on a monthly basis. Individual business unit budgets are also reviewed as part of the council’s Performance Management system and through the balanced scorecard. This ensures that senior managers have an opportunity to discuss the key financial issues facing the Council and take corrective action as necessary. In addition all budget holders receive profiled budget reports within 10 days of the close of the financial period.
A2.
Risk assessment of preferred option

Outline of significant key risks

A2.1
The Chief Finance Officer has a statutory responsibility to report to Council if, in his opinion, the Council sets an unrealistic budget given the information available at the time of the budget setting. To a degree he is reliant on the advice of his colleague officers and 2011/12 will be an extremely challenging for the Council and all services.  At the time of writing this report, none have stated that the budget is unachievable or that they will be unable to fulfil their statutory duties.  As a result of the actions taken in preparing the budget forecasts and the assurances from other officers, the Chief Finance Officer is happy that the recommended budget is both robust and achievable. He is also of the view that based upon recommendations included in the report as written, it is also sustainable, assuming no significant external factors impacting on the Council in future years.
A3.
Other Options

A3.1
There are no alternative options to the Council considering the implications of this report setting a legal budget if it wishes to deliver services in 2011-12. However there are alternative spending options which Members may wish to debate before coming to a final decision. 

A4.
Summary of resource implications
A4.1
The resources implications have been set out in section A.1 of this report and the expected or anticipated risks, consequences and outcomes have been set out in the various reports to Members during the course of this budget round. 

A5.
What impact will there be on equalities, environmental sustainability and crime and disorder?

A5.1
The approval of the Council’s revenue budget will assist all Council services in meeting their obligations with respect to equalities, environmental sustainability and crime and disorder.

A6.
Consultation and Customer Focus

A6.1
There has been extensive consultation on the budget proposals with all Members, through the Scrutiny Meetings held in January 2010 with Members and Stakeholders and local residents and Torbay council staff.
A7.
Are there any implications for other Business Units?

A7.1
All Business Units will be affected by the budget proposals and their ability to support the Council’s corporate objectives and the delivery of their individual Business Plan objectives.

Annexes

Appendix 1 - Local Government Finance Settlement and Revenue Budget 2011/12
Documents available in members’ rooms

None

Background Papers:

-
The Medium Term Resource Plan
-
Various Budget reports presented to Members

-
Government documents relating to the Revenue Support Grant Settlement 
Appendix 1 to Report 13/2011
Local Government Finance Settlement and Revenue Budget 2011/12
What we are trying to achieve
1.2 This paper outlines the budget process for Members and the latest information that leads to the Mayor’s recommended budget for 2011/12.

1.3 The paper provides a summary on the outcome of the provisional Local Government Finance Settlement which sets out the formula grant allocation to Torbay in 2011/12.

1.4 The paper provides the Mayor with feedback from the various consultation processes that have taken place as part of the budget process including local residents and Stakeholders and Torbay Council staff and a summary of the conclusions and recommendations from the Overview and Scrutiny Board – the Board’s detailed response to the budget proposals are contained in report OSB/02/2011 and will be considered by the Mayor.
1.5 Having considered all of this information the Mayor will make recommendations to Council as to how the Council’s limited financial resources are allocated between Business units to deliver the key objectives and priorities of the Community Plan and Corporate Plan.  2011/12 will be an extremely challenging budget due to the significant reductions to the grant income the Council has received from the Government.  
1.6 When considering this paper, Members should refer to the previous budget reports circulated and Members should also read this report in conjunction with the Budget proposals for 2011/12 found elsewhere on this agenda.
1.6
Members should note the consequential changes to the provisional budget and the impact on the revised targets. The net impact of all these changes identified above means that the Council will have an additional £1.8m available to consider in the budget setting process. The Mayor, in the light of the comments from consultees and the recommendations from the Overview and Scrutiny Board will put forward recommendations.

2.
Summary of Key points 

2.1 
The Council has a statutory obligation to set a budget each financial year.  This will assist in delivering the Council’s priorities as set out in the Community Plan and Corporate Plan.  In setting the budget the Council must take account of a number of factors including service pressures, statutory responsibilities, local needs and the impact of a significant reduction to the Council’s external grant income from the Government.

2.2
The budget proposals from the Mayor will be set out in the following budget report.  In reaching his final budget proposals the Mayor has considered the comments and recommendations of both the Overview and Scrutiny Board as well as those from Stakeholders and individual views which have been expressed.

A1.
Introduction and history

A1.1
The Mayor’s 2011/12 budget proposal to Council is the culmination of a detailed budget process which started at the beginning of the financial year. The budget proposals have to be set in the context of in-year cuts already applied to the Council’s 2010/11 budget and some of the largest cuts to public spending and, in particular, to local government for a generation.  The Comprehensive Spending Review (CSR) set out the headline reductions for local government, in October 2010, with cuts of 28% expected over the four year period of the CSR. In addition to these reductions, the Council has to respond to the Coalition Government’s priority to deliver a radical redistribution of power from government to communities and people which is a key issue for the next financial year.

A1.2
Members have received a number of financial reports throughout the year which have been used to propose a robust budget for the next financial year which both aims to deliver the aims of the Community Plan and also to minimise the reductions to front line services.  The Mayor is not proposing an increase to the council tax in 2011/12 which reflects the difficult financial climate all residents of the Bay are faced with.  These reports have identified the financial resources available to the council and the spending pressures faced by all council services and have taken into account the Council’s objectives as heavily influenced by the Community Plan.

A1.3
As part of the Council’s financial planning, a Medium Term Resource Plan (MTRP) and Review of Reserves report were presented to the Overview and Scrutiny Board on 20 October 2010.  The Board scrutinised these reports and reported their recommendations to the Mayor at the Cabinet meeting on 16 November 2010. The Resource Plan set out a number of assumptions for the levels of income the Council expected over the next four years (including council tax assumptions) and the spending pressures the Council faces.  This included committed spending pressures that were unavoidable and in particular the uncertain financial future for the council due to the current recession and position of the public finances. 
A1.4
An updated version of the Plan will be presented to Members in due course to reflect the final decisions in respect of the 2011/2 budget, along with the latest information in respect of later years funding from central Government and will be consolidated within the Corporate Plan.  The Government is due to announce further details of grant allocations for the remainder of the CSR period following a review of resourcing of Local Government expenditure, although the precise nature of the review has yet to be defined.   As part of the planning process the Council is continuing to plan the best use of its resources, be they revenue resources, capital, human or assets to ensure they meet the best outcomes for communities in the Bay and are applied using value for money principles.

A1.5
Upon approval of the 2011/12 budget, service managers will refine their business plans as monitored through the Council’s Balanced Scorecard which will then ensure all the proposals coming down from the Council’s Corporate Plan will be ultimately fed into the Medium Term Financial Plan. 

A1.6
On 7 December 2010, the Mayor presented to the Cabinet report 304/2010 – Revenue Budget 2011/12 Provisional Spending Targets and set the provisional spending targets for 2011/12 at this meeting. At this time the Council had not received confirmation of the Provisional Local Government Finance Settlement so the provisional targets had to be set without knowing the grant that would be received from Government. Included within report 304/2010, for the first time, was a summary of the proposed savings for each Business Unit.  These were included due to the unprecedented nature of the financial situation the Council found itself in.  The Provisional Settlement was announced on 13 December 2010 and confirmed the expected level of cuts to the Councils grant.
The principles are applied in developing next year’s budget are the following:

· To maintain a focus on priorities which are regeneration, maintaining the appearance of the Bay and supporting vulnerable children and adults.

· With partners to ensure we maintain our approaches of early intervention and prevention for the long term benefit of our communities and the public purse.

· That we consider applying our resources “first and most” in relation to need, in order to support our deprived communities.

· To maximise our revenue opportunities.

· To continue to invest to save with partners where we can.

· To develop radical solutions for service delivery over the next 4 years.

A1.7
In response to the spending targets set by the Mayor, Officers, in consultation with their respective Cabinet Member, were asked to prepare reports on the implications of these targets for their respective services. Budget reports were prepared for each Business Unit and distributed to all Members for consideration (report numbers 330/2010 to 348/2010). The overall budget was set in the context of setting a council tax freeze and if possible allowing for reinvestment into priority services based upon the Community Plan and Corporate Plan and the Council’s statutory responsibilities. 

A1.8
These budget reports set out the budget build up for each Business Unit, including any known committed growth items and a provision for inflation.  The government announced that councils’ are no longer required to report the level of cashable efficiency savings they make each year (National Indicator 179).  However, to demonstrate the Council’s commitment to delivering efficiency savings and providing value for money services each Business Unit was asked to identify all savings which were cashable efficiency savings.  The budget targets set required services to identify £9m of savings.  Of this total £3.9m or 43% of the savings identified are cashable efficiency savings. 

A1.9
The budget reports also set out any investment items and any reductions to achieve the initial target set for each service and included a section on budget development items i.e. considered desirable to help the council achieve its stated aims and objectives but could not be funded from within the spending targets set. These were listed in priority order. However, due to the extent of the cuts required to set a balanced budget only high priority development items were included.

A1.10
The Overview and Scrutiny Board held a series of public meetings during January 2011 to assess the implications of the budget proposals.  Stakeholders were invited to the budget meetings and make representations about the proposals.  The Overview and Scrutiny Board prepared a report on their findings for consideration by the Mayor and Cabinet considered elsewhere on this agenda – Report OSB/02/2011. 

In addition, members of the public were asked to provide feedback on the Council’s budget through its interactive budget stimulator as well as through the consultation caravan and budget briefings for all council staff. 

A1.11
The report from the Overview and Scrutiny Board has been circulated to all Members and the summary recommendation is included at Annex 1.  A report on the budget consultation process has been circulated to the Overview and Scrutiny Board and a copy of that report is shown at Annex 2. 

A1.12
The Mayor thanks all who responded to the consultation and has expressed his appreciation of the work undertaken by the Overview and Scrutiny Board and the recommendations and constructive comments that have emerged. The Mayor understands many of the views expressed in the reports, and has considered them in the context of the significant reduction to the council’s grant allocation over the next two years. Due to the significant reduction in the financial resources available as allocated by the Government, it is inevitable there will have to be reductions to services which constrains the Council’s plans and the Mayor recognises this in his introduction to the budget report following this item.

A1.13
As in previous years the Council continues to suffer from the current “damping” arrangements - £4.055m in 2011/12 and there are a number of budget pressures which the council has little or no control over i.e.:

· the impact of rising unemployment and workless rates within the local economy and impact upon young adults not in education, employment or training (NEETS).

· the pressure within the Bay for affordable homes and the impact of public sector reductions on increased numbers of homelessness and increased demands for social housing.

· service pressures within Children’s Services with the ongoing impact of Baby Peter and the increase numbers of children looked after within the Bay. The number of Children Looked After have increased steadily from 176 in October 2008 to 199 as at 31 December 2010 – an increase of over 13% - and the number of children subject to a Child Protection Plan at this date is 197.

· the impact of the Southwark judgement which means all local authorities have new responsibilities to provide ongoing care to 16 and 17 year olds who become homeless irrespective whether they have been in receipt of social care. Budget provision was made in 2010/11 for this cost pressure but there will be fixed costs within housing reflecting accommodation demands.

· the changing demographics within the Bay mean service demands will continue within Adults Social Care due the numbers of clients (approximately 3,200 in receipt of residential, nursing, domiciliary care and direct payments) with ever increasing and complex needs.  

 
These pressures limit the resources available to the Council and means that unfortunately not all priorities or wishes can be accommodated in the final budget package being recommended to Council. Due to the current financial climate and the period of austerity the county is faced with over the next four years, the Mayor has also to be mindful of the reduction in grants received from Government Finance Settlements over the next four years which will have an significant impact upon the Council and the level and range of services that can be provided.

A1.14
As in previous years, the Council made representations to the Government with respect to the provisional settlement which included Torbay’s concerns about the significant reduction to the council’s grant and the impact this will have upon the delivery of local services and the continuation of the damping arrangements. Torbay’s representation to Government on the settlement is outlined in annex 3. 
A1.15
Torbay’s representation has expressed its disappointment with the continuation of the floor damping arrangements and its impact with respect to the loss of grant in 2011/12.  Torbay has lost a further £4.055m in grant for 2011/12 which has had to be taken into account when proposing the 2011/12 budget to Council and will lose a further £4.181m in 2012/13.  This is on top of the £5.137m lost in 2010/11.  As the representation states to put this into context by 2012/13 Torbay will have lost £32.596m in grant since the introduction of damping in 2006/07.

A1.16
The continuation of damping was expected but is still unfair.  The Council continue to lobby Government on the impact and inconsistent message the current funding arrangements give out,  i.e. how can a grant allocation system based on needs be top sliced by an arbitrary method.  Torbay has always agreed with the principal that local authorities should be protected from large variations in grant from one year to the next and it will continue to argue this should be funded from the overall resources available to Government and not the resources allocated specifically to local government.  
The point has been made in previous reports and representations and it is worth noting that the loss in damping grant in 2011/12 is the equivalent of a 7% council tax increase.  
A1.17
A copy of this letter is attached as annex 3 along with a brief email response from the Department of Communities and Local Government, acknowledging receipt – annex 4.  Council officers do not expect to receive a more detailed response to their specific concerns.


Budget Assumptions

A1.18
In developing the budget proposals, the Council has already reduced budgets in 2010/11 due to the announcements made in the summer by the national Government which saw a reduction in the Council’s Area Based Grant of £0.986m. A revised budget was agreed at Council in September 2010 and is the starting point for developing the 2011/12 budget. The Government reduced resources which would have impacted on Children and Adult services particularly. The Council took the decision to apply these in year reductions equally across all services at that point, in order to provide some further support for Children’s and Adult services.

A1.19
The table below provides a summary as to how the Council has arrived at the 2011/12 base budget. 




  

Table 1

	
	   £’000

	Approved Budget 2010/11
	133,659

	
	

	New Area Based Grant (ABG)
	     265

	
	

	Less In year cuts (ABG)
	    (986)

	
	

	Revised Budget
	132,938

	
	

	Less non recurring items
	  (1,917)

	
	

	Price Inflation
	   3,387

	
	

	Committed Growth 
	   3,555

	
	

	Changes to Government funding

(i.e. movement of specific grants into Formula Grant)
	   1,038

	
	

	2011/12 Base Budget
	139,001


Use of Reserves.

A1.20 
Members, as part of the budget process, received a report entitled Review of Reserves 2011/12 (Report number 277/2010) which was considered by the Priorities and Resources Review Panel on 20 October 2010 and Cabinet at its meeting on 16 November 2010. 

A1.21
The above report recommended a sum of £4.5m be released and a new reserve be created called the Comprehensive Spending Review (CSR) reserve.  This was in anticipation of the significant reductions expected in Government grant, to be used to support the budget over the CSR period.  It was recommended the reserve be used for:

· short term support for the 2011/12 budget while services adjust spending     to new levels.
· financing of any costs in relation to reducing services and therefore staff      numbers.
· to support any initial costs of changing service delivery that will result in       future savings.
· to fund any contract termination costs if services withdrawn or reduced.

A1.22
The report also recommended that the use of these reserves not be applied in one year but in order to have a phased and measured reduction in service spending the sum be applied over a 2 year period and that the first charge in any year be the cost of redundancy and associated costs which are not provided for elsewhere. Members will be fully aware that, by their very nature, reserves are of a one-off nature and once spent are not available again. As such they are not recommended for sustaining on-going revenue spending but should only be used for equivalent spending of a one-off nature.

A1.23
The Council performs well in terms of its financial planning and control and will maintain this robust and prudent approach through the current Comprehensive Spending Review Period through appropriate use of resources and reserves. External Audit will continue to provide assurance by reviewing our financial planning through this challenging period, and correct use of reserves for the short and medium term. 


Final Settlement  
A1.24
At the time of writing this report the Government had not announced the final settlement, but as mentioned in paragraph A1.6 the provisional settlement was announced on 13 December 2010.  This Settlement was for a two year period and it is expected that the remaining two years will be announced later in the year.   A verbal update and summary statement of the implications will be provided when the final settlement has been announced.  

A1.25 As part of the CSR on 20 October 2010, the government announced that it intended to reduce the number of specific and ring fenced grants and transfer some of these into the Formula Grant. Whilst the Council welcomed the principle of trying to simplify the system and in particular the reduction in the number of ring fenced grants, the council was extremely concerned about how these changes would effect the grant income Torbay received and whether there was a clear audit trail as to whether the removal of specific grants was reflected in a increase to the formula grant.

A1.26
Unfortunately the Council’s concerns were confirmed when the provisional Settlement was announced. Due to the complex of the local government finance system and the grant movements i.e. when specific grants are “moved” into formula grant, it is impossible to identify all of these new funding streams. In addition, the Area Based Grant has ended as a funding stream and is no longer allocated to any local authority which meant a loss to the Council of £12.218m. This has been partly offset by a new grant called the Early Intervention Grant of £6.007m which is a consolidation of a number of specific grants which this includes funding streams that were allocated via the old Area Based Grant.  The Government has provided a comparison of how the grant allocation has changed with respect to the new Early Intervention grant:

                                



2010/11
      2011/12
           Reduction

Early Intervention Grant 

£6.9m

      £6.0m

£0.9m   (13%)

A1.27
The services which could be adversely affected by changes to the allocation of specific grants are Children’s, Adults and Community Safety services - however when considering changes to grant allocations the Council always takes a corporate view and makes funding decisions based upon local priorities and demands. 

A1.28
Torbay’s provisional formula grant and the removal of the Area Based Grant and introduction of the Early Intervention Grant are shown below in Table 2. There may be changes to the final grant announcement which is due at the end of January or beginning of February.

Table 2

Formula Grant 

	
	2010/11
Actual

£ million
	2011/12
Provisional 

£ million
	2012/13
Provisional 

£ million

	Revenue Support Grant (RSG)


	7.480
	14.719
	n/a*

	National Non - Domestic Rates (NNDR)


	51.512
	47.697
	n/a*

	Formula Grant
	58.992
	62.416
	57.917

	
	
	
	

	Area Based Grant
	12.218
	0
	0

	
	
	
	

	Early Intervention Grant (EIG)**
	4.997
	6.007
	6.117

	
	
	
	

	Council Tax Grant (provisional)
	0
	1.539
	1.539

	
	
	
	

	Total
	76.207
	69.962
	65.573

	
	
	
	

	Loss due to Damping


	5.137
	4.055
	4.181


* The government will announce the breakdown of the 2012/13 Formula Grant later in 2011.

** EIG is a new grant in 2011/12.  The 2010/11 figure in the table is shown for comparative purposes and excludes grants that were previously included within the Area Based Grant. 
A1.29
As part of the provisional settlement announcement the government confirmed that they will be providing financial support for all local authorities that set a zero percentage increase to their council tax in 2011/12. For Torbay this will mean a grant of approximately £1.5m which will be guaranteed over the four year CSR period, irrespective of subsequent Council Tax rises. However, this grant funding is at risk from 2015/16 as the Government has not said whether it will continue and this will be taken into account as part of the Council’s medium term financial planning.

A1.30
When the CSR was announced the Government also announced it would be allocating an additional £2bn for Adult Social Care over the 4 year CSR - £1bn from within the local government allocation and £1bn via the NHS. From this announcement it was clear that the government made the provision of Adult Social Care as a priority, however at the time there was no confirmation as to how this money would be allocated.  When the Settlement was announced, any money allocated for Adult Social Care was contained within the Council’s grant allocation, which as can be seen in Table 2 has fallen significantly.

A1.31
As part of the grant Settlement for the NHS, all Primary Care Trusts (i.e. Torbay Care Trust) received a separate allocation for Adult Services.  The Torbay Care Trust’s allocation for 2011/12 is £2.3m to deliver these services.  This money must be passported to Torbay as it is part of the Local Government Finance Settlement and an agreement reached as to how this money is spent. In assessing the overall resources available to the Council, Torbay has assumed the £2.3m will be used to fund existing and new Adult Social Care commitments. For information, whereas all local authorities received a cash reduction to the income they received from government (before any inflationary or service pressures are considered) Torbay Care Trust received a 3.1% increase in their revenue allocation.  When the allocation for Adult Social Care is removed from the Care Trust’s allocation the increase in grant is 2.2%, significantly higher than any local authority received, including Torbay.


External Levies
A1.32
There are two External Levies which form part of the Council’s budget requirement over which the Council has no control over the budget set by each of them. They are the Environment Agency and the Inshore Fisheries Agency. The cost of the external levies in 2011/12 has been estimated as being £0.068m. Whilst no formal confirmation of the levy has been received from these organisations, officers have received indications from the two bodies that, overall, savings of £0.030m, may be expected, principally from the Inshore Fisheries Agency, and these are reflected in the latest financial position covered later in this report. Officers will get formal confirmation of the levies before the Council finally sets its budget and consequential Council Tax. Any changes from these assumed in the report this will be reported to Members. 

Council Tax and Capping
A1.33
As mentioned in paragraph A1.29, the Mayor is proposing a council tax freeze for 2011/12. At time of writing there have been no formal declarations of Council Tax rate increases from other local authorities. However, due to the financial support the government will provide to all local authorities that freeze their council tax in 2011/12, it is highly probable that a majority of local authorities, including Police and Fire authorities will set a zero increase in their council tax level. 

A1.34
Under current legislation the Government has powers to cap local authorities that set excessive increases.  As in previous years the detail capping criteria will not be announced until all local authorities have set their budget requirements for 2011/12 and it is likely to be in April when this happens. In addition to looking at the level of Council Tax increase, the Government is expected to look at the percentage increase in a local authority’s budget requirement and may possibly look at previous increases in Council Tax.  If Council approves a zero percentage increase in the council tax Torbay will not be subject to capping.
A1.35
The Council Tax bill eventually sent out is made up of three main component parts, namely Torbay Council, the Police Authority and the Fire Authority. The Secretary of State will look at the three component parts, not the overall bill and therefore if one of the three organisations were capped, the Council would have to re-bill. Members will be aware that in addition there will be a separate council tax charge for residents in Brixham for Brixham Parish Council.  Brixham have confirmed their budget requirement for 2011/12 which is £186,450 which is the same level as 2010/11. 

A1.36
At the time of writing, neither the Police Authority nor the Fire Authority has set their budgets for 2011/12. However, as stated above, if either authority were to be capped then Torbay, along with all the other billing authorities, would have to re-issue amended bills but would be able to reclaim the costs of billing and any associated costs from the responsible authority.

A1.37
It will be the level of council tax pertinent to each resident in Torbay that is important but on a wider scale it should be remembered that the current council tax in Torbay is the third lowest in Devon.

A1.38
The government intend to replace the existing arrangements for Capping with a new system for ensuring local authorities do not set “excessive” council tax increases.  From 2012/13 the government will set a threshold as to the level at which the council tax can be increased.  If a council want to set an increase above the threshold local residents will have the power to ask for a referendum on the proposed increase.  
               Updated Revenue Estimates





Table 3 
	Summary of Latest Budget Position 
	
	

	
	
	2011/12

	
	
	£m

	Council Expenditure – Provisional Budget Targets 7 December 2010  (a)
	
	130.0

	
	
	

	Funded By
	
	

	Government Grants 
	
	66.2

	Council Tax Income
	
	61.6

	Collection Fund Surplus
	
	1.2

	
	
	

	Income (b)
	
	129.0

	
	
	

	Balance (b-a)
	
	(1.0)

	
	
	

	Updated Budget Changes since December 2010  
	
	

	
	
	

	Release of Pension Provision, Uncommitted Demographic Growth and grant changes
	
	2.200

	Treasury Management savings 
	
	0.200

	Senior Management Restructure savings 
	
	0.200

	Essential Car Users savings
	
	0.05

	Additional Planning Income 
	
	0.05

	Reduction in Levies and subscriptions
	
	0.05

	
	
	

	Available for reinvestment
	
	1.750

	
	
	


A1.39
The Council continually monitors the assumptions it has made during the budget process and where appropriate updates the estimates originally used in the light of later and better information. This year is no exception to this process and there are a number of changes to the original estimates which slightly improves the overall position. Table 3 provides a summary of the changes since the provisional targets were set.  

A1.40
Paragraph A1.6 above made reference to the fact that the original targets were set before the provisional settlement was known but when that was publicly announced the targets set were within the expected level of resources. However not all the grants were announced at the same time and these have been gradually released by the Government in subsequent weeks. It should be noted though that the Council is still awaiting the notification of certain grants. Some of these varied from original working assumptions both positively and negatively for the Council

A1.41
The Council had been holding a demographic growth contingency as part of its planning process which had not initially been allocated and had also been holding a contingency in case the Council needed to increase the Employers Superannuation contributions as had originally been feared. These though were not needed and allowed these resources to meet some of the pressures within the Council’s provisional budget. 

A1.42
Members will recall that the Council made a central provision for possible Employers contribution increases before the final actuarial announcement had been made. A sum of £0.5m had already been declared as surplus and been taken into account in the figures above. Further clarification with the Actuary on the required payments, along with a review of the phasing of capital payments in future years and another look at movements in interest rates has resulted in an improved position of £0.2m. In addition additional Planning income of £0.050m is expected to be generated as the Council moves to full cost recovery for applications, savings will arise from the levy from the Inshore Fisheries Agency levy setting process and other small variations, such as reduced subscriptions for the Local Government Association and South West Council’s will result in further savings of £0.050m.

A1.43
Members will also be aware that the original budget projections made certain assumptions about the level of savings likely to arise from the implementation of the senior management review and review of travel arrangements. These figures have also been reviewed and revised such that the level of savings from the senior management review is now likely to be £0.3m, an increase of £0.2m from that originally quoted, and the savings from the abolition of essential car user allowances will rise by £0.050m to £0.3m.  

A1.44
The Torbay Care Trust has to passport £2.3m of income to the Council to support Adult Social Care commitments. The net impact of all these changes identified above means that the Council will have an additional £1.8m available to consider in the budget setting process. The Mayor, in the light of the comments from consultees and the recommendations from the Overview and Scrutiny Board will put forward recommendations.

Efficiency Savings
A1.45
The Government announced that it was scrapping the National Indicator NI179 – identification of cashable efficiency savings. Whilst the council is no longer required to report on the identification and achieving of cashable efficiency savings each Business Unit was asked to identify its cashable efficiency savings as part of its budget report.  As identified in paragraph A1.8 Business Units have identified   £3.9m of cashable efficiency savings or 43% of the overall savings required in setting the 2011/12 budget.

  
Adequacy of Reserves

A1.46
As mentioned in paragraph A1.16, the Cabinet and Priorities and Resources Review Panel reviewed the Council’s reserves - Report number 277/2010) 
A1.47
In line with guidance from CIPFA, (Local Authority Accounting Panel bulletin 77) the Council has undertaken a risk assessment linked to short and medium term financial budgets and plans. The table is a good model to assess at a high level the level of risk that has been recognised within the 2011/12 budget process. 

	Budget Assumptions 2011/12
	Financial Standing and Management

	Inflation and interest rates


	Pay related costs

Assumptions on pay awards have been made in line with those used in other authorities and vary according negotiating groups. The government announced a three year public sector pay freeze which has been built into the budget - an allowance has been made for increments.  

Non pay costs

Each subjective code within the Council’s budget has had an appropriate inflation rate applied. This is linked to specific contracts, office of national statistics inflation data or specific advice from the procurement team. 

Interest Rates

Rates for investments and borrowing are based on rate forecasts provided by the Council’s treasury management advisors. Interest rates (bank base rate) are currently 0.5% and are expected to stay at that level of most of 2011/12. This has an adverse impact on Council investments. Council borrowing rates have remained relatively steady, but are expected to rise steeply in the longer term.

	Estimates of the level and timing of capital receipts


	The Council’s current 4 year capital plan of £118m assumes the generation of £4.1m of capital receipts. The Capital Strategy and Capital Budget Report 2011/12 highlight the significant risk from the current economic conditions of both the value and timing of potential receipts.

As a result of the economic conditions there has been a drop in the level of receipts received by the Council and the value of potential receipts on some assets have been reassessed at a lower level.

To support the generation of capital receipts there is the Asset Rationalisation Plan which aims to generate the required level of receipts over the four year life on the plan. Due to the low bank rate the major risk associated with capital receipts is the value rather than the timing although a delay in receipts will reduce investment income and could lead to temporary borrowing.


	Treatment of demand led pressures


	Changes in demand for services and national standards are generally treated as unavoidable costs and provided for in the budget proposals. For 2011/12 these include:

· demand for concessionary fares

· adult social care 

· safeguarding children

· waste management and landfill tax

· car park income

· land charges income

· planning and building control income

· treasury management 

· repairs backlog

· increasing number of benefit claimants

These increased demands will have to be managed in the context of significant reductions to government grant. 

	Treatment of planned efficiency savings or productivity gains


	The budget targets for 2011/12 require services to identify all cashable efficiency savings and are assumed to be achievable when set as part of a setting a balanced budget.

The delivery of all savings including cashable efficiency savings, are monitored through the quarterly budget monitoring reports.

No budget proposal is accepted if not achievable or sustainable in the longer term.

The Council is faced with significant budget reductions over the next four years. Some of the savings required may not be achievable from April 2011 due to the time lag in developing and implementing significant changes or cuts to services.


	Financial risks inherent in any significant new funding partnerships, outsourcing or major capital developments


	The Council has managed new arrangements such as the Torbay Care Trust without significant risk. There are however a number of major projects lined to the transformation agenda which could generate risks such as the Joint Waste Partnership and the proposed Economic Development Company.

There are a number of major projects approved by the Council a significant number of major schemes proposed linked to the Mayoral Vision.  

Each project is managed in terms of risk and has a project board, however consideration could be given to earmarking reserves to mitigate any potential risk. 

	Availability of Reserves, government grants and other funds to deal with major contingencies and the adequacy of provisions


	This was considered in the Review of Reserves report 2011/12 – report 277/2010 refers). The Council has its own insurance arrangements to meet certain liabilities. These insurance arrangements in addition to the general fund reserve and the Government’s emergency funding (Bellwin scheme) could be used to meet a major incident such as wide scale flooding.

	General financial climate to which the Council is subject 


	External factors continue to be a significant issue for the Council in 2011/12 and beyond particularly in view of the grant reductions expected over the next 4 years.

Any deterioration in local economic conditions or the country falling back into recessions could impact upon services. These would include lower income levels on services such as land charges and planning, lower levels of tax collection and higher levels of bad debts being incurred etc

Risks associated with, say, financial markets are addressed within the Treasury Management Strategy and the credit rating based counterparty list and the resulting maximum investment values and maximum length of investments.


A2.
Risk assessment of preferred option

Outline of significant key risks

A.2.1
This paper provides members with an update of the Local Government Finance Settlement and sets out the Government grant allocated which will be used to fund the Council’s revenue budget for 2011/12. It is recommended that the Mayor proposes a budget for consideration by Council.  The Council has a statutory obligation to set a revenue budget and council tax each year. If the Council fails to set a budget by the due date of 10 March 2011 it will be in breach of its statutory obligation and subject to legal challenge.

A2.2
If the Council fails to set a budget it will be unable to raise income from the council tax to fund services for local residents. If a budget is not approved then the Council is not able to set a Council Tax and collect the monies necessary to provide these services. 

A2.3
Failure to set an appropriate robust budget by not considering all the issues that have been raised both in this paper and the associated reports could result in the Council setting an incorrect budget which could result in resources not being correctly used to maximum benefit of our communities and in an overspend in one or more areas and would have an impact both in the year in question and on the Medium Term Financial Plan.

A2.4
In paragraph A1.12 a number of issues were identified which the Council has little or no control over.  Whilst these are risks, the Council has taken action to mitigate them and their impact e.g. structuring the Council’s investments and borrowing’s to obtain the best rates in the market place, only place investment deposits with financial institutions would meet minimum credit ratings, work with other local authorities and the government to demonstrate a strong case about the unfairness of the current Concessionary Fares Scheme and allocate new funding for unavoidable pressures such as the impact of the Southwark Judgement.

A3.
Other Options

A3.1
There are no alternative options to the Council considering the implications of this report setting a legal budget if it wishes to deliver services in 2011-12. However there are alternative spending options which Members may wish to debate before coming to a final decision. 

A4.
Summary of resource implications
A4.1
The resources implications have been set out in section A.1 of this paper and the expected or anticipated risks, consequences and outcomes have been set out in the various reports to Members.
A5.
What impact will there be on equalities, environmental sustainability and crime and disorder?

A5.1
The approval of the Council’s revenue budget assists all council services in meeting their obligations with respect to equalities, environmental sustainability and crime and disorder. An analysis of the equalities impacts assessments are circulated as a separate report and have been considered by the Overview and Scrutiny Board.
A6.
Consultation and Customer Focus

A6.1
There has been extensive consultation on the budget proposals with all Members, through the Scrutiny Meetings held in January 2011 with Members and Stakeholders and local residents.  Torbay Council staff were also consulted through a series of team briefings and Road shows presented by the Chief Executive.

A7.
Are there any implications for other Business Units?

A7.1
All Business Units will be affected by the budget proposals and their ability to support the council’s corporate objectives and the delivery of their individual Business Plan objectives.

Annexes

Annex 1
Recommendations from Overview and Scrutiny Board.

Annex 2
Summary of Views and Comments from Consultation With Residents and Stakeholders.

Annex 3
Letter to Department for Communities and Local Government.
Annex 4
Response from Department for Communities and Local Government.
Annex 1 

Recommendations from Overview and Scrutiny Board.
1. Recommendations
1.1 In relation to the Revenue Budget proposals put forward by each Business Unit:

1.1.1 That the Board would wish to see the following items included in the Revenue Budget for 2011/2012 (with priority given to those items shown in bold type):

	
	Children's Services
	

	
	
	

	1
	Legal Fees
	£15,000 

	2
	Independent Reviewing Unit 
	£10,000 

	3
	Children’s Services Training 
	£35,000 

	4
	Home to School Transport (Post-16 element)
	£64,000 

	5
	Youth Offending Team 
	£29,000 

	6
	Youth Justice Service 
	£42,000 

	7
	Children with Disability Service
	£212,000 

	8
	Children in Need 
	£45,000 

	9
	Young Carers 
	£6,000 

	10
	Fostering 
	£22,000 

	11
	Safeguarding Unit 
	£12,000 

	
	
	

	
	Residents and Visitor Services
	

	
	
	

	12
	Reduction in street lighting hours
	£300,000 

	13
	Highways Planned Maintenance
	£100,000 

	14
	Reduction in services provided by TOR2
	£100,000 

	15
	Grants to third sector organisations
	£28,200 

	16
	CCTV Coverage
	£100,000

	
	
	

	
	Communities
	

	
	
	

	17
	Southwark Judgement
	£50,000 

	
	
	

	
	Community Safety
	

	
	
	

	18
	Out of hours Service
	£10,000 


1.1.2 That the Board would wish to see a further reduction of £100,000 from the communications budget within the Business Planning Business Unit and recommends that Members’ Basic Allowance and Special Responsibility Allowances all be reduced by 5%.
1.1.3 That in relation to Children’s Services:

1.1.3.1 It is hoped that the proposed reduction in relation to teenage pregnancy can be a priority for funding from the Early Intervention Grant.

1.1.3.2 There are concerns about the impact on the Local Education Authority of the increase in the number of academies in Torbay.

1.1.3.3 Additionally, there are concerns that the budget proposals will lead to increased spending in the future given the demand-led nature of the service.

1.1.3.4 Consideration could be given to funding some demand within Children’s Services from the additional monies which have been made available to the Care Trust by the Government for funding health and wellbeing initiatives.

1.1.4 That in relation to Spatial Planning:
1.1.4.1 Further representations should be made to the appropriate Minister in relation to the Concessionary Bus Fares Scheme and, in particular, about the need for the Scheme should be administered nationally. 

1.1.4.2 In the meantime, the Board felt that further efficiencies could be found within the Concessionary Bus Fares scheme although some members raised concerns about the impact of a possible loss in bus services especially on the more deprived areas of Torbay.

1.1.4.3 The Board felt there was merit to introducing fees for pre-application discussions and noted that a report on this issue was due to be considered by members before April 2011.
1.1.4.4 The Board would wish to see the continuation of Site Review Meetings and that further consideration should be given to the “trigger point” for such Meetings which could reduce the cost of administrating them.
1.1.5 In relation to Residents and Visitor Services:
1.1.5.1 Consideration could be given to funding some demand within this Service from the additional monies which have been made available to the Care Trust from the Government for funding health and wellbeing initiatives.

1.1.5.2 Any proposed reductions in the amount of street lighting would need to take account of crime and disorder considerations especially in relation to late night bus services.  

1.1.6 In relation to Community Safety:
1.1.6.1 No cuts should be made to the Street Wardens as they have an integral role to play in the Big Society.

1.1.6.2 The Board questioned whether the proposed percentage reduction in the Community Safety budget was too high.
1.1.6.3 The Board would wish to see the continuation of the Family Intervention Project and believes this is a high priority.
1.1.7 In relation to Adult Social Care:
1.1.7.1 The proposed budget reductions are capable of producing negative consequences at least or greater that the short term savings.  It is hoped that the additional monies provided by the Government can be used to re-instate these savings.  In the face of the massive pressures facing all agencies in Torbay, the Board would also wish to push the limits on what this money can be used to achieve.

1.1.7.2 The Board also recognises the need to invest to save (especially around assistive technologies) so that the continuing downward trend in long-term residential care can continue.

1.1.7.3 The Board believes that further work needs to be undertaken (to build upon that already happening) to increase social capital around Torbay so that communities can help themselves to support the vulnerable to live independent lives for as long as possible.
1.2 In relation to the Capital Plan Budget it is recommended that the draft put before the Overview and Scrutiny Board be accepted, that any specific additional proposals for the Capital Plan Budget for 2011/12 – 2014/15 be developed and brought to the Mayor and Cabinet for consideration in February 2011 and that any funding from the Community Infrastructure Levy is allocated to fund capital schemes on the basis of a Council wide scheme prioritisation.
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1.
Key points and Summary
1.1 This report highlights the findings from the consultation activities which have taken place since June 2010 regarding the budget.

1.2 Following the report presented to Overview and Scrutiny in September 2010, the consultation findings have not changed greatly.  The key findings are set out below:

· The public acknowledge the need to make cuts across the council and took a balanced view on this, accepting that cuts will need to be made across all services. 

· While it was acknowledged all areas will have to make savings the public want to protect those areas which provide services for the most vulnerable, especially Children’s Services and Adult Social Care. 

· A key theme was efficiency savings which could be made in staffing costs (salaries) and by more joint working across neighbouring authorities. 

· Respondents said they would volunteer in their local area by looking after neighbours, cleaning their neighbourhood or helping at the library and would not need an incentive to volunteer. 

· Suggested cuts to highway maintenance were unpopular which further supports findings from the previous Place Surveys which identified road and pavement repairs as a top priority.

· The budget targets outlined in the Council’s budget report closely match the savings which were identified by the public through the online Budget Simulator which gave members of the public the opportunity to ‘balance’ their own council budget. 

.
2.
Introduction
2.1
Members of the public were encouraged to have their say about the ‘funding challenge’ through a variety of activities including:

· The Viewpoint panel (the Council’s statistically representative citizen’s panel)

· An online Budget Simulator which provided all members of the public the opportunity to balance their own Council budget

· Focus groups delivered in June and September

· The consultation caravan 

Across all of these activities just over 700 members had their say on the Funding Challenge, of which over half were respondents to the Viewpoint Panel. Findings from this survey can be considered statistically reliable. The findings from all the consultation activity have been put together and are outlined in Annex One.

2.2
The three focus groups arranged for September were very well attended from a range of people across Torquay, Paignton and Brixham.  In total 128 people attended these events to have their say and discuss the budget, which is a great improvement on the number of people who attended the previous year.  Feedback from these sessions was reported in October. 
2.3
Overall, respondents acknowledge the need to make savings and also appreciated how difficult the task was with one respondent commenting on the online budget simulator:  “Wow! Not easy choices to make, even simplified in this way” 
2.5
Findings from the online budget simulator show that public opinion was closely matched to the savings set out in the Council’s own budget reports. However, the public had suggested a smaller budget for Spatial Planning and Waste (further £3.38m saving) and for the Torbay Development Agency (further £0.74m saving).  

2.6
Through the online Budget Simulator, the public suggested less of a saving for Central / Support and Fixed / Corporate services (£0.61m) and for Resident’s and Visitor Services (£0.48m), acknowledging that tourism is important to Torbay’s economy and the need to encourage visitors. 

2.7
Determining whether the detailed budget proposals match views from the public is less clear, although proposals for management efficiencies understandably resonate with the public. 

2.8
Respondents were also looking for service improvements in:

· social care, 
· housing, 

· regeneration, 

· dealing with anti social behaviour and drug and alcohol issues, 
· traffic and parking, 

· reducing teenage pregnancies, and 

· supporting carers. 

2.9
Members may wish to consider how well front line services in these areas have been protected.
Ian Knee
Executive Head Business Planning
Appendices
Appendix 1
2011 – 2012 Funding Challenge Consultation Findings

Documents available in members’ rooms
N/A

Background Papers:

Previous reports from Briefing Report 258/2010: Funding Challenge Consultation June 2010 - Recent
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	01803 207280
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	207319

	
	E-mail:
	richard.thorpe@torbay.gov.uk

	
	Date:
	17 January 2011


PROVISIONAL LOCAL GOVERNMENT FINANCE SETTLEMENT 2011/12
Dear Mr Lock

Following the announcement of the Provisional Local Government Finance Settlement on 13 December 2010, I have outlined Torbay Council’s response.  

Reduction to Local Government Grant

As you will be aware, local government and Torbay Council, has been handed one of the toughest settlements in the public sector and the toughest for a generation.  All local government finance officers understand the difficult decisions that need to be made at a national level in order to reduce the overall deficit, but the continuation of increasing cost pressures in adult social care, children’s services, waste management and increasing numbers of Concessionary Fares travellers will mean Torbay will inevitably have to make a number of difficult decisions based on the impact of this settlement.   The Council is also concerned that significant reductions in grant to deprived areas such as Torbay is contrary to the commitment the Government made in the Comprehensive Spending Review to “limit as far as possible the impact of reductions in spending on the most vulnerable in society and on those regions heavily dependant upon the public sector.

2 Year Settlement

As mentioned in previous consultation responses, the Council welcomes a multi-year settlement and that a 2 year settlement was announced in December.  However due to the severity of the cuts to grant allocated to Torbay, I would urge you to announce the next two years grant of the Comprehensive Spending Review period as soon as possible.  Without clarification of future years funding it will be extremely difficult for the Council to plan over the medium term as to how it will redesign and reconfigure services in the context of a significantly diminishing resource base.  
Continuation of Damping 

Due to the severity of the cuts announced the Council was once again disappointed to see the continuation of damping. You will be fully aware that Torbay continues to be one of the biggest losers of formula grant within the country, due to the damping mechanism.  The council will lose £4.055m in 2011/12 and a further £4.181m in 2012/13.  This is on top of the £5.137m lost in 2010/11 and the £5.585m in 2009/10.  To put this into context by 2012/13 Torbay will have lost £32.596 in grant since the introduction of damping in 2006/07.

Torbay has always supported the fact that the local government finance system should include the principle of stability in the level of grant changes for a local authority and hope to see this continuing for the foreseeable future. This includes supporting the principle of the “floor” as a means of ensuring authorities do not experience a major reduction in grant year on year.

However, I would welcome clarification as to how long the current arrangements will continue for and will the Council continue to see significant resources redirected from Torbay.   As mentioned in previous consultation responses the damping arrangements are still a source of great frustration with elected Members, local residents and stakeholders.  It is extremely difficult to explain why grant allocated is then taken from Torbay Council which could be used to reduce local residents’ council tax and/or to invest in local services.  On the one hand it is encouraging that the government continues to recognise the needs of Torbay and costs associated with those needs through the formula but extremely disappointing that the damping arrangements are still used to reduce Torbay’s grant.

Reduction in the number of Specific Grants 
The Council welcomes a reduction in the number of separate funding streams and the fact that most grants are not ring-fenced.  This ensures local authorities can make spending decisions based upon local priorities and needs.  However, the Council is disappointed that overall there has been a significant reduction in these grants i.e. the reduction in the Early Intervention grant of £889,497 when compared to 2010/11 and the removal of the Area Based grant which was worth £12.218m.  These are significant reductions and, in addition to these, I have set out below some of the reductions in the Council’s external support from government. The Council is also very concerned that even at this late stage, i.e. only some 6 weeks before the council tax has to be approved, that we are still to be informed about some grants, some of which will impact directly on our service planning,

	EXTERNAL GOVERNMENT SUPPORT
	
	
	
	
	

	
	2010/11
	
	2011/12
	Change

	
	£’000
	
	£’000
	£’000
	%

	
	
	
	
	
	

	Revenue Support Grant
	7,480
	
	14,719
	
	

	NNDR
	51,512
	
	47,697
	
	

	Area Based Grant
	12,218
	
	0
	
	

	Council Tax Grant
	0
	
	1,539
	
	

	
	
	
	
	
	

	Government Grant
	71,210
	
	63,955
	    (7.255)
	10.19


As set out in this response there are some significant reductions which the Council must manage.  In addition, a number of grants are no longer funded or they have been rolled into the Formula Grant.  One such grant is funding for Concessionary Fares. As you will be aware Torbay has been lobbying for a considerable time about the unfairness of the system of grant allocation and a delegation of Members and officers from Torbay Council had a meeting with the Minister in May 2009 expressing our concerns and the Council has continued to express these concerns through various working parties that its officers attend.  Whilst the government did recognise and accept the arguments made at the time we are concerned that Torbay’s costs for Concessionary Fares will not be reflected in future years which will place a considerable burden upon local residents within Torbay and are concerned that the changes made to the funding formula do not improve the position.

Academy Schools

The Council has already made mention of the impact of Concessionary Fares as a specific service issue.  The Council is also very concerned about the view that the Council will be able to make marginal savings on its support to schools as individual schools transfer to Academy status, which is a very naïve view and not supported by either fact or previous statements made by Government. As such, the Council is of the view that this money should be removed from the quantum for local government but should be met from the Department for Education‘s budget rather than individual authority budgets.

Council Tax Grant and Capping

The Council welcomes the introduction of the council tax grant to fund the implementation of a council tax freeze in 2011/12 – which is Torbay’s intention.  However I would be grateful if you can reconfirm that this funding is guaranteed over the four year CSR period so the Council can include the grant within its forward planning.  Further clarification as to what funding mechanism will be put in place after the four year CSR period would also be welcomed  

Torbay continues to be committed to improving services and ensuring low council tax increases to local residents, particularly in light of the current economic climate and the uncertainty over future funding.  That is why the Mayor for Torbay has said the council will be setting a zero percentage increase in its council tax in 2011/12.  

Torbay’s commitment to value for money services continues as the Council is moving forward its transformation agenda which involves further radical improvements to service delivery including the setting up a of Joint Venture Company, the creation of a new Tourism company and an Economic Development Company to support the regeneration of Torbay.  There are ongoing reviews of all services including a review of the senior management structure of the Council, however, it is becoming increasingly challenging to deliver efficiency savings from limited resources and in a climate of increasing needs and future reductions in grant.  Therefore with the Settlement announced in December it is inevitable there will be reductions to services in 2011/12. 

The Council continues to be opposed to capping as a control which can be used by government to restrict local authority expenditure. The Council believes it is in the best position to judge the level of council tax increase in the light of local circumstances including the impact on residents both financially and in terms of service provision, and that an informed decision cannot be taken by Ministers and civil servants who are not fully aware of the local issues.  The Council understand the government want to replace capping by allowing local residents to hold a referendum on the level of council tax charged above a set percentage from 2012/13.  Council tax income is an important source of income for the Council so it would assist with future financial planning if the new rate was made public as soon as possible and ideally over the remainder of the CSR period. 

Conclusion

The recent local government finance settlement will be one of the most challenging faced by Torbay. In addition to the Council preparing to make cuts of at least £9m in 2011/12 further cuts will be required over the course of the CSR.

As mentioned in previous consultation responses, Torbay will not receive the full benefits of the grant allocation from the formulae due to the continuation of the damping arrangements.  Torbay will continue to argue for the removal of damping and a cap on the amount of money lost due to damping.

Whilst the Council welcomes the removal of ring-fencing grants the level of the reductions faced by Torbay will mean that the continued drive for efficiencies and value for money will not be enough to offset the considerable reduction to the council’s overall grant allocation.  

I would be grateful if you would consider the points raised in this letter and I would be happy to discuss any of these points in more detail if you felt it is appropriate. 

Yours Sincerely

Richard Thorpe

Executive Head of Governance and Chief Finance Officer
Annex 4 
Thank you for your email of 17 January 2011 about the provisional local government finance settlement for 2011-12. Ministers are grateful for your views on this. 

I can assure you that your comments, along with all others received during the consultation period, will be carefully considered when making final decisions on the provisional settlement.

Emma Bentley
Social Services Formula and Area Cost Adjustment Team, Zone H2, Floor 5
Department for Communities and Local Government, Eland House
Bressenden Place, London SW1E 5DU
Email: emma.bentley@communities.gsi.gov.uk
Tel.: 030 344 43613
Web: www.communities.gov.uk
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