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£'000 £'000 £'000

General Reserve B/Fwd -11,444  -11,444  +0

Budgeted Use 2009-10 1,000 1,000 +0

Under spend 2009-10 0 -769  -769 

Revenue Outturn Consistent with Revenue Monitoring Position

-10,444  -11,213  -769 

Reduction in Planned use of Earmarked Reserves 0 3,441 +3,441

Additional Area Based Grant 0 -587  -587 

Sub Total -10,444  -8,359  +2,085

One-off income 0 -5,568  -5,568 

Sub Total -10,444  -13,927  -3,483 

MTFS review of reserves 0 -3,578  -3,578 

General Reserve C/Fwd -10,444  -17,505  -7,061 

Movement on General Reserve
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REPORT TO CABINET


 22 June 2010
TITLE OF REPORT:
Revenue Outturn 2009/10   
REPORT OF:
Derek Coates, Strategic Director, Finance and ICT
   
Purpose of the Report 

1. This report outlines the Council’s revenue outturn position for the financial year 2009/10.  It also proposes the final position on the General Reserve and recommends appropriations to Earmarked Reserves consistent with previous decisions and the principles set out in the Medium Term Financial Strategy (MTFS).  This course of action will allow the Statement of Accounts for 2009/10 to be considered by the Accounts Committee on 25 June 2010.  


Background 

2. Cabinet has been receiving quarterly monitoring reports on the revenue budget which have highlighted the pressures on spending and the impact of the economic downturn.  This report sets out the final outturn position for 2009/10 which is a much more positive picture for the year.  
Proposal 

3. The 2009/10 revenue budget agreed by Council on 26 February 2009 included the use of £1.0m of the General Reserve and £13.771m from Earmarked Reserves. Monitoring during the year was projecting an over spend on the revenue budget resulting in a revised estimate reported to Cabinet on 26 January 2010 of an over spend of £4.687m.  The report noted that action was being taken to bring spending within budget.  The final revenue outturn, consistent with the revenue monitoring position during the year is an under spend of £0.769m (0.3%).
4. Additional Area Based Grant and a reduction in the planned use of Earmarked Reserves results in an increased use of the General Reserve of £2.085m before taking into account one-off income. These figures are shown in appendix 2.
5. One-off income including a surplus on the Construction Services trading account, reductions in insurance and VAT refunds in year result in an overall increase to the General Reserve of £2.483m, compared to a planned reduction of £1m.
6. In addition, the review of reserves reported to Cabinet on 1 December 2009 as part of the MTFS results in a further increase to the General Reserve of £3.578m. This gives a final position on the General Reserve of £17.505m, an increase of £6.061m compared to a planned reduction of £1m, as summarised in the table below.
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7. Consistent with previous decisions it is proposed that:
· the 2009/10 LABGI receipt of £0.258m is appropriated to the Development Pool;
· expenditure totalling £0.291m in relation to the Ten Point Plan is met from the Economic Downturn Reserve;
· expenditure totalling £0.039m in relation to the Local Community Fund is met from the Development Pool;
· expenditure totalling £0.185m in relation to Ward Based schemes is met from the Development Pool.


It is also proposed that £0.5m is appropriated to the Cultural Development Reserve 
to continue the delivery of key sporting and cultural events during 2010/11 including 
the host city bid for the 2018 World Cup.
8. All of the above proposals are reflected in the figures summarised in the table in paragraph 6.

9. The outcome set out in this report will be reflected in the draft Statement of Accounts for 2009/10 to be considered by the Accounts Committee on 25 June 2010.  
Recommendations

10. Cabinet is requested to:   
(i) Note the 2009/10 revenue outturn position of the Council, subject to audit.

(ii) Agree the appropriations to strategic reserves outlined in paragraph 7.


for the following reason:


(i)
To ensure a sustainable financial position for the Council. 

CONTACT:    David Johnson extension 3685  
PLAN REF: 281  











APPENDIX 1


Policy Context 

1. The proposals in this report are consistent with Vision 2030 and the Council’s Corporate Plan.  In particular, they contribute to achieving a sustainable financial position over the life of the Corporate Plan and the Medium Term Financial Strategy (MTFS).


Background

2. The original budget estimate approved by Council on 26 February 2009 was set at £223.043m (excluding schools).  When setting council tax levels, Council also agreed that £1.0m from the General Reserve and £13.771m earmarked reserves would be used to support investment in services.

Revenue Outturn 2009/10
3. During the year an over spend was projected although action plans were developed in service to ensure spending was contained within this original estimate.  The final revenue outturn, consistent with the revenue monitoring position during the year is an under spend of £0.769m (0.3%).
4. Additional Area Based Grant and a reduction in the planned use of Earmarked Reserves results in an increased use of the General Reserve of £2.085m before taking into account one-off income. These figures are shown in appendix 2.
5. One-off income including a surplus on the Construction Services trading account, reductions in insurance and VAT refunds in year result in an overall increase to the General Reserve of £2.483m, compared to a planned reduction of £1m.
6. In addition, the review of reserves reported to Cabinet on 1 December 2009 as part of the MTFS results in a further increase to the General Reserve of £3.578m. This gives a final position on the General Reserve of £17.505m.
7. Service outturn is shown in appendix 2.  Although some services have spent in excess of their original estimate, the action taken during the year combined with the generation of additional income means that the overall spending of the Council has been contained within the original estimate.  This is a significant achievement given the financial pressures faced by all services and enables the Council’s sound financial position to be maintained during a difficult period for public spending and the economy.

8. Quarterly reports to Cabinet have identified that the Council’s budget has continued to face increasing pressures in a number of areas.  Significant variances are as follows:

· The under spend of £0.241m in the Education and Young People’s service is in relation to Home to School/College transport and salary slippage.
· The under spend of £0.366m on Business Support is in relation to salary slippage.
· The over spend of £3.875m in Adults’ Social Services is mainly due to the additional costs of care packages for Older People and People with Disabilities. Work is ongoing to minimise the impact on future years.
· The under spend of £0.646m on the Housing General Fund is mainly due to the recovery of overpaid Housing Benefits.
· The over spend in Regulatory Services is mainly as a result of reduced planning fees income in Building Control and Development Control. This was included as a contingency and is funded by the use of Earmarked Reserves.
· Although Economic Development is under spent, this masks a number of variances in relation to salary slippage, under recovery of income from Business Centres, additional repairs and maintenance costs at Business Centres and maximisation of external funding against mainline spend.
· The under spend on Design is mainly due to salary slippage.
· The over spend on Local Environmental Services (LES) is mainly in relation to four key areas, implementation of an integrated transport management system to support the review of fleet, the South of Tyne and Wear Waste Partnership, additional winter maintenance costs due to the adverse weather and a shortfall on the agreed saving to generate income from managing packed lunches in schools coupled with a shortfall in schools meals income as a result of the inclement weather. The extra cost of ensuring the Borough’s highways network remained open during the severe winter alone was £0.5m.
· Within Central Services there are under spends in Chief Executives as a result of reduced publicity and communications and additional grants. In addition, there is an over spend in Customer and Building Services mainly due to additional repairs and maintenance and utilities expenditure in the Civic Centre.
· The under spend on Other Services reflects unused contingency mainly in relation to the pay award. In addition, contingency was made for the impact of the economic downturn, funded from reserves, and this is reflected in individual services.
· The reduced expenditure on Capital Financing reflects the fact that the budget included £3.0m additional prudential borrowing costs, of which only an estimate of £0.567m was incurred, although this is committed to support major investment in areas such as Building an Active Future.  This was to be funded by the use of Earmarked Reserves and a corresponding adjustment has been shown in reserves.  In addition, debt restructuring has been undertaken to respond to changing market conditions which has resulted in reduced external interest payments.

· The under recovery of investment income is partly offset by lower borrowing rates as a result of debt restructuring.

· The small variances in Support Services reflect changes to income following updates to service level agreements.

· The variance on funding reflects movements in reserves matching service expenditure and additional Working Neighbourhood Fund grant which is paid as part of Area Based Grant.

9. Given the prospects for substantial public spending cuts from 2010/11 onwards, pressure on councils to find additional cash releasing efficiencies and uncertainty over funding beyond the current Comprehensive Spending Review period, the Council will continue to face further financial pressures. The need for effective budget monitoring, focusing on high risk budgets including Fit For Future targets, will be critical to ensure that spending in 2010/11 is contained within approved budgets and that the financial position of the Council is sustainable to allow resources to be reallocated to priority areas.

Appropriations to/from Reserves

10. Appropriations to reserves are proposed of £0.258m to the Development Pool and £0.5m to the Cultural Development Reserve. Appropriations from reserves are proposed of £0.291m from the Economic Downturn Reserve and £0.224m from the Development Pool.
11. The remainder of appropriations to/from reserves, as a result of applying the Council’s accounting policies and implementing previous decisions, result in a final position on the General Reserve of £17.505m. 

12. The usable reserves of the Council show an overall decrease of £7.596m as a result of the outturn, budgeted appropriations, accounting policies, MTFS review of reserves and proposed appropriations.


Consultation

13. The Cabinet member for Corporate Vitality and Sustainable Communities has been consulted on this report.  

Alternative Options

14. No alternative options are proposed.   

Implications of Recommended Option 

15. Financial Implications -  These are set out in the report.
16. Risk Management Implication -  The risks associated with the outturn will be considered as part of the review of the Medium Term Financial Strategy during 2010.
17. Human Resources Implications   -  Nil
18. Equality and Diversity Implications -  Nil
19. Crime and Disorder Implications -  Nil
20. Sustainability Implications -  Nil
21. Human Rights Implications -  Nil
22. Health Implications - Nil
23. Area and Ward Implications -  Nil
APPENDIX 2
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ORIGINAL FINAL TOTAL

BUDGET OUTTURN VARIATIONS

2009/10 2009/10 2009/10

£000 £000 £000

Learning & Children

Education Schools ISB 92,750 92,750 +0

Centrally Held DSG 11,112 11,291 +179

Business Support - Centrally Held DSG 1,073 1,073 +0

DSG -104,935  -105,114  -179

Education & YPS General Fund 19,047 18,806 -241

Business Support 6,406 6,040 -366

Children and Families 19,208 19,201 -7

Youth Offending Team 990 957 -33

Community Based Services

Adults' Social Services 54,957 58,832 +3,875

Libraries and Arts 6,599 6,625 +26

Sport and Leisure 7,308 7,377 +69

Housing General Fund -102  -748  -646

Community Support 3,297 3,201 -96

Development & Enterprise

Highways and Transport Strategy 8,214 8,190 -24

Regulatory Services 3,298 3,536 +238

Planning and Environmental Strategy 1,863 1,975 +112

Property Services -704  -800  -96

Economic Development 3,114 2,757 -357

Design 481 279 -202

Review and Support -24  0 +24

Local Environmental Services

Local Environmental Services 25,187 26,244 +1,057

Central Services

Chief Executives 3,143 2,865 -278

Legal and Corporate Services 6,152 6,116 -36

Finance and ICT 11,593 11,495 -98

Customer & Building Services 6,091 6,314 +223

Other Services & Contingencies 17,554 14,718 -2,836

Capital Financing Costs 21,681 17,054 -4,627

Investment Income -5,114  -1,599  +3,515

Support services to NPA -2,599  -2,479  +120

Support Services to TGHC -1,083  -977  +106

Other Support Services -6,005  -6,196  -191

Levies and Precepts

Environment Agency 137 137 +0

PTA 12,354 12,354 +0

 NET  EXPENDITURE : 223,043 222,274 -769

Formula Grant -104,271  -104,271  +0

Area Based Grant -18,869  -19,456  -587

Council Tax -83,632  -83,632  +0

Earmarked Reserves -13,771  -10,330  +3,441

Collection Fund -1,500  -1,500  +0

0 +0

FINANCED BY -222,043  -219,189  +2,854

Use of General Reserve 1,000 3,085 +2,085
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