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COUNCIL

AGENDA PAPERS FOR

ACCOUNTS AND AUDIT COMMITTEE
Date: Wednesday, 25 November 2015
Time: 6.30 p.m.

Place: Committee Rooms 2 and 3, Trafford Town Hall,
Talbot Road, Stretford, M32 0TH
AGENDA PART | Pages
ATTENDANCES
To note attendances, including Officers and any apologies for absence.
MINUTES

To receive and if so determined, to approve as a correct record the Minutes
of the meeting held on 24 September, 2015. 1-6

ANNUAL GOVERNANCE STATEMENT 2014/15 - UPDATE ON
SIGNIFICANT GOVERNANCE ISSUE : LEISURE SERVICES

To receive a report of the Programme Assurance Lead and the Director —
Trafford Leisure. 7-10

STAR SHARED PROCUREMENT SERVICE UPDATE

To receive a presentation of the Director of Procurement (STAR Shared Verbal
Procurement). Report

ANNUAL AUDIT LETTER 2014/15

To receive a report of the Council’s External Auditor. 11-18
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12.

Accounts and Audit Committee - Wednesday, 25 November 2015

ACCOUNTS AND AUDIT COMMITTEE PROGRESS REPORT AND
EMERGING ISSUES AND DEVELOPMENTS FOR TRAFFORD COUNCIL
(NOVEMBER 2015)

To receive a report from the Council’s External Auditor.
TREASURY MANAGEMENT MID-YEAR PERFORMANCE REPORT

To receive a report of the Executive Member for Finance and the Director of
Finance.

TREASURY MANAGEMENT STRATEGY - REVIEW OF THE MINIMUM
REVENUE PROVISION

To consider a report of the Executive Member for Finance and the Director of
Finance.

AUDIT AND ASSURANCE REPORT FOR THE PERIOD JULY TO
SEPTEMBER 2015 (Q2)

To receive a report of the Audit and Assurance Manager.

REVENUE BUDGET MONITORING 2015/16 - PERIOD 6 (APRIL TO
SEPTEMBER 2015)

To receive a report of the Executive Member for Finance and the Director of
Finance.

ACCOUNTS AND AUDIT COMMITTEE - WORK PROGRAMME - 2015/16
To receive a report of the Audit and Assurance Manager.

URGENT BUSINESS (IF ANY)

Any other item or items which by reason of special circumstances (to be
specified) the Chairman of the meeting is of the opinion should be considered
at this meeting as a matter of urgency.

THERESA GRANT

Chief Executive

Membership of the Committee

19 - 34

35 - 46

47 - 54

55 - 64

65 - 122

123 - 126

Councillors A. Mitchell (Chairman), D. Butt (Vice-Chairman), J. Baugh, C. Boyes,

B. Brotherton, N. Evans, and T. Ross.



Accounts and Audit Committee - Wednesday, 25 November 2015

Further Information
For help, advice and information about this meeting please contact:

Chris Gaffey, Democratic and Scrutiny Officer
Tel: 0161 912 2019
Email: chris.gaffey@trafford.gov.uk

This agenda was issued on Tuesday, 17 November 2015 by the Legal and Democratic
Services Section, Trafford Council, Trafford Town Hall, Talbot Road, Stretford M32 0TH

Any person wishing to photograph, film or audio-record a public meeting is requested to
inform Democratic Services in order that necessary arrangements can be made for the
meeting.

Please contact the Democratic Services Officer 48 hours in advance of the meeting if
you intend to do this or have any queries.
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Agenda Item 2

ACCOUNTS AND AUDIT COMMITTEE
24 SEPTEMBER 2015
PRESENT

Councillor A. Mitchell (in the Chair).
Councillors C. Boyes, B. Brotherton, D. Butt (Vice-Chairman), N. Evans and T. Ross

In attendance

Director of Finance (Mr. I. Duncan)
Head of HR Business Partnering (Ms. D. Lucas)
Interim Head of Financial Management (Mr. G. Bentley)
Audit and Assurance Manager (Mr. M. Foster)
Counter Fraud & Enforcement Manager (Mr. D. Wright)
Principal Audit & Assurance Team Leader (Mr. J. Miller)
Democratic & Scrutiny Officer (Mr. C. Gaffey)

Also in attendance
Mr. M. Thomas, Grant Thornton UK LLP

APOLOGIES
Apologies for absence were received from Councillors J. Baugh
MINUTES

RESOLVED: That the Minutes of the meeting held on 30 June 2015, be
approved as a correct record and signed by the Chairman.

BENEFIT FRAUD INVESTIGATION ANNUAL REPORT 2014/15

The Committee received a report of the Counter Fraud and Enforcement Manager
outlining the Council’s responsibilities towards tackling benefit related fraud. The
report provided details of the team’s performance during the period April 2014 —
March 2015, providing details of the outcomes of activity over this period. The
report also outlined the team’s plans for 2015/16 and beyond.

The Committee was told that the Counter Fraud and Enforcement Team would be
operating in its current form for the final time this year. As part of Government
policy on welfare reform, a single fraud investigation service consisting of staff
currently employed by local authorities and the Department for Work and Pensions
would be created. This team would be tasked with the duties of investigating all
range of benefits under the banner of a single organisation, rather than as
separate entities. After March 2016, the Council would have no authority to
prosecute benefit fraud; however, there would still be some areas of work that
councils would be responsible for investigating (e.g. Council Tax Support scheme
fraud, Council Tax Discount fraud, Business Rates fraud and Social Care fraud).
Arrangements going forward in respect of fraud investigation are therefore
currently under review.

Page 1



17.

18.

Accounts and Audit Committee
24 September 2015

The report highlighted some significant results, with the level of fraud
overpayments identified as a result of investigations undertaken at the highest
amount since the team was set up (£1,100,775).

The Counter Fraud and Enforcement Manager answered questions by Members
relating to reclaimed funds, the transfer of staff to the new team, and prosecution
of offenders.

RESOLVED: That the report be noted.
AUDIT FINDINGS REPORT 2014/15

The Committee received a report of Trafford’s External Auditor, Grant Thornton
LLP, highlighting the key matters arising from their audit of Trafford Council's
financial statements for the year ending 31 March 2015.

The report highlighted audit findings against significant risks, accounting policies,
estimates and judgements, internal controls, adjusted misstatements and
disclosure changes. It was anticipated that an unqualified opinion in respect of the
financial statements would be provided by 30 September, 2015.

The general assessment was that the Council had good financial management /
control, and with tough times ahead, the Council would be able to cope with these
demands.

A representation letter was tabled at the meeting in connection with the report. It
was a requirement that the contents of the representation letter be read and
agreed by the Committee, and the letter be signed by the Chairman. The letter
confirmed that the information provided to Grant Thornton which enabled them to
complete the Audit Findings Report 2014/15, was accurate to the best of Trafford
Council’'s knowledge. The letter has since been published on the Trafford website.

The Chairman expressed his delight with the results of the audit, and thanked the
External Auditor for their work.

RESOLVED:
(1) That the report be noted.

(2) That the letter of representation be approved by the Committee and signed
by the Chairman.

APPROVAL OF ANNUAL STATEMENT OF ACCOUNTS 2014/15

The Committee received a report of the Director of Finance which presented the
redrafted Final Accounts for 2014/15. The pre-audited 2014/15 accounts were
considered by the Committee on 30 June 2015. On 1 July 2015 the accounts
were submitted to the Council’s external auditors, Grant Thornton, and placed on
deposit for public inspection for four weeks. This redrafted report reflected
changes agreed with Grant Thornton following their audit.
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Accounts and Audit Committee
24 September 2015

Members requested that the final accounts be made available on their work
tablets. The Democratic and Scrutiny Officer agreed to look into this on behalf of
Members.

RESEOLVED: That the final accounts for 2014/15 be approved.
ANNUAL GOVERNANCE STATEMENT 2014/15

The Committee received a report of the Audit and Assurance Manager providing a
final version of the Annual Governance Statement for 2014/15. The only notable
change to the draft report received by the Committee on 30 June 2015, was the
addition regarding the provision of leisure services in the Borough going forward.

It was confirmed that the report had been signed off by the Chief Executive and
the Leader.

RESOLVED: That the 2014/15 Annual Governance Statement be
approved.

BUDGET MONITORING ACTION PLAN - SUMMARY OF ACTIONS AND
IMPROVEMENTS

The Committee received a report of the Acting Corporate Director, Transformation
and Resources summarising the actions and improvements made to the budget
monitoring arrangements to-date. The report was presented by the Director of
Finance who apologised on behalf of the Acting Corporate Director,
Transformation and Resources for her absence.

The report detailed the significant activity that had been undertaken since the
development of the action plan, highlighting the implementation of improvements
in budget monitoring arrangements. The report also highlighted improvements
made in relation to the wider cultural, performance management, and training and
development issues that were identified during the investigation. The Committee
were reminded that sixteen recommendations were made in September 2014, and
a large amount of work had gone into implementing these over the past year with
particularly close attention being paid to the Adult Social Care budget.

Members of the Committee were reassured by the implementation of these
recommendations and pleased with the culture change. The Director of Finance
answered questions regarding staff morale, the balance between risk and
efficiency, and the level of detail included in reports brought to the Committee.

It was agreed that the Interim Head of Financial Management would tailor a
presentation for the next Accounts and Audit Committee meeting, providing
Members with information on the budget monitoring training that had been
provided to staff.

The Chairman queried whether this report should be the final update. The Director
of Finance advised that the intention was for the Internal Audit team to keep under
review the operation of the improvements as part of their annual review of budget
monitoring arrangements. The Director of Finance also advised that it was likely
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Accounts and Audit Committee
24 September 2015

that the format and content of budget monitoring reports would be reviewed in due
course.

RESOLVED: That the report be noted.
STRATEGIC RISK REGISTER UPDATE SEPTEMBER 2015

The Committee received a report of the Audit and Assurance Manager containing
an update on the strategic risk environment. This included the arrangements in
place to manage each of the strategic risks.

The Audit and Assurance Manager highlighted the risks with a revised risk
exposure score as well as the risks which had been removed from the register. It
was agreed that the Audit and Assurance Manager would provide Members with
more detail on the forecasting the demand for school places including considering
children moving in and out of the Borough.

It was confirmed that a further update on the Strategic Risk Register would be
brought to the Committee in March.

RESOLVED: That the report be noted.
AUDIT AND ASSURANCE SERVICE 2015/16 QUARTER ONE UPDATE

The Committee received a report of the Audit and Assurance Manager providing a
summary of the work of Audit and Assurance during the period April to June 2015.
The report provided ongoing assurance to the Council on the adequacy of its
control environment.

The report highlighted the main areas of focus for the quarter and a summary of
the audit and assurance opinions issued. Other audits were in progress at the end
of quarter one and more information on these would be brought to the Committee
in November as part of the quarter two update.

Members asked how audit and assurance would work with services which were
now provided by Amey as part of the joint venture contract. The Audit and
Assurance Manager confirmed that meetings with EGEI Directorate staff had
taken place and arrangements would be developed through the year. As opposed
to systems reviews as previously undertaken, there would be more of a focus on
contract/performance monitoring arrangements.

RESOLVED: That the report be noted.
REVENUE BUDGET MONITORING 2015/16 - PERIOD 4 (APRIL TO JULY 2015)
The Committee received a report of the Executive Member for Finance and the
Director of Finance detailing the outcomes of the monitoring of the Council’s

revenue budget for period 4 (April to July 2015).

The report was the first of the financial year for the Committee, and the current
forecast monitor forecasted an £800,000 underspend. It was noted that
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Accounts and Audit Committee
24 September 2015

approximately 99% of base budget savings had been or were forecasted to be
delivered. The Director of Finance discussed the recent Government
announcement that it would be seeking £3.1 billion of in-year public expenditure
reductions, £200 million of which would be in respect of Public Health. A short
term solution had been agreed, but long term solutions would need to be
formulated in case the in-year expenditure reductions would be long term.

RESOLVED: That the report be noted.
ACCOUNTS AND AUDIT COMMITTEE - WORK PROGRAMME - 2015/16

The Committee received a report of the Audit and Assurance Manager setting out
the updated work plan for the Committee for the 2015/16 municipal year.

RESOLVED: That the report be noted.
URGENT BUSINESS (IF ANY)

(a) Digital agenda distribution and use of tablet devices

[The Chairman brought this to the Committee as an item of urgent business to
encourage Members to adopt the new approach to agenda distribution]

The Chairman discussed the new digital agenda distribution system and urged
Members to adopt these changes as soon as possible. All Members were asked to

download the modern.gov app and register their details to ensure they have full
access to the relevant agenda papers.

The meeting commenced at 6.30 pm and finished at 8.02 pm

Page 5



This page is intentionally left blank



Agenda Iltem 3

TRAFFORD COUNCIL

Report to: Accounts and Audit Committee

Date: 25 November 2015

Report for: Information

Report of: Programme Assurance Lead/Director — Trafford
Leisure

Report Title

Annual Governance Statement 2014/15 — update on significant governance
issue : Leisure Services

Summary

This report includes an extract from the 2014/15 Annual Governance Statement
outlining one of the significant governance issues identified for further development
through 2014/15 i.e. Leisure Services. It provides an update on work undertaken to
date and further work planned in respect of this issue.

Recommendation
The Accounts and Audit Committee is asked to note the report for information. ||

Contact person for access to background papers and further information:

Name: Paul Helsby
Extension: 07739 856664

Background Papers:
2014/15 Annual Governance Statement
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Annual Governance 2014/15 Statement — Significant Governance Issue :
Leisure Services

Introduction

Detailed below is an extract from the 2014/15 Annual Governance Statement
in relation to one of the significant governance issues listed in the Statement
i.e. Leisure Services. This is followed by an update on actual progress made
to date in respect of this issue.

Annual Governance Statement 2014/15 Extract

The following detail (in italics) was included in sections 5.3 and 5.4 of Trafford
Council’'s 2014/15 Annual Governance Statement:

The Council is committed to achieving its objectives through good governance
and continuous improvement. Going forward, the Council will continue to
transform service delivery arrangements, to ensure the Council effectively
delivers its objectives and manages its resources to meet the ongoing
financial challenges being faced.

Detailed below are significant governance issues and a summary of the
actions planned to address these in 2015/16

2014/15 Issues and Action Planned 2015/16

7. Leisure Services

The contract with Trafford Community Leisure Trust will come to an end on 30"
September 2015. The existing Leisure Trust Board has informed the Council that it no
longer wishes to operate leisure services in the Borough under contract to the Council
beyond this date.

In order to put in place an alternative provider the Council would need to go through a
procurement process. At best this would take 9 months through a closed procurement
process. However, due to potential opportunities for the development of leisure facilities
and leveraging models of investment and partnerships, the best procurement route is
through an ‘Open Dialogue’ process. Whilst this is the best route likely to achieve the best
outcomes for Trafford residents, it is a process that takes longer than traditional
procurement processes, possibly up to 2 years. Also, it is not financially viable to bring
these services back in to the Council, mainly because the Council will not be able to
access the VAT exemption and the business rates relief.

For these reasons, the only option is to create a new company set up to provide leisure
services. This new entity will operate from 1t October as a Community Interest Company
(CIC) with the existing management team and staff from the Trust transferring in to the
company with the exception of the Chief Executive. The Council will initially be the only
shareholder. All current arrangements in the Trust for the provision of back office services
will remain in-tact ensuring minimal disruption. The CIC will remain VAT exempt and the
Council will be able to grant business rate relief. The assets of the trust will transfer, for
no consideration, under an ‘asset lock’ to be used by the new company for the benefit of
the community. An interim business plan is being developed as a basis for the first year of
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3.1

3.2

3.3

3.4

3.5

3.6

2014/15 Issues and Action Planned 2015/16

operation and it is likely that the Council will need to provide working capital to fund the
cash flow requirements initially. This will be provided on a commercial basis through an
interest bearing loan by the Council to the Company.

The Council will then contract with the company to provide leisure services. The Council
will appoint a board of directors responsible for the governance of the company. Its first
task will be to approve the interim business plan. Once the initial transfer is complete
work will start on the development of a vision and blueprint for leisure in the borough and
determine appropriate routes to access investment to develop the physical infrastructure.

Updated position (November 2015)

Trafford Leisure CIC Ltd. was formed as planned and on time. It commenced
operating leisure services in the borough on the 1st October 2015. The
operating procedures, systems and processes all transferred seamlessly with
no disruption to customers. The staff transferred under TUPE arrangements
and the company is in the process of achieving ‘Admitted Body Status’ to the
GM pension fund for those staff previously in the same pension fund with the
Trust. As part of the due diligence process, the existing supply contracts,
leases and other transferred commitments have been reviewed by the
Council’s Director of Legal Services and Director of Procurement.

The Council has retained ownership of the building assets whilst the
equipment and other operational assets transferred from the Leisure Trust to
the CIC under a formal Asset Transfer Agreement at nil cost but subject to the
community asset lock.

A formal operating agreement will be in place between the Council and the
CIC which sets out the requirements of the Council. The existing management
fee that has been paid to the Trust historically will cease on 31t March 2016
and the CIC will have to operate within the income it can generate from
service users.

Trafford Leisure CIC Ltd. is wholly owned by the Council and the Council
discharges this responsibility through the Board of Directors that has been
appointed to run the company. The Chief Operating Officer reports to the
Board and is held accountable for the full delivery of the business plan and
the P&L account.

The Board is made up of eight members including the Chairman. There are
two Council Officers and One Elected Member sitting on the Board with the
remainder made up of highly experienced people with complementary skills
and backgrounds, some of whom have considerable sector specific expertise
and experience. There is, in addition one Council Elected Member with proxy
voting rights in the event that the Elected Member sitting on the board is
unable to vote.

An interim business plan has been produced by the CIC and adopted by its
Board, to cover the first twelve months of operation and this has been

Page 9
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3.7

3.8

3.8

3.9

reviewed by Council Officers and the Director of Finance as part of the ‘due
diligence’ process. The business plan and cash flow projections show that the
company can operate viably for this period and is unlikely to require the cash
flow loan it initially envisaged. There is an agreed process underway to
apportion and transfer payments collected by the Trust in advance that relate
to the period beyond 1st October 2015. This provides some contribution to the
cash flow. As a new company it does not hold any cash reserves so will have
to manage cash flow very carefully.

The Company, with the agreement of the Council’s Director of Finance has
appointed Mitchell Charlesworth as its Auditors. They are familiar with the
company as the previous auditors and this will provide continuity of
understanding that spans a considerable period of time.

The leisure centres present significant challenges to maintain them and much
of the estate requires significant investment to modernise and ensure they are
fit for purpose long in to the future. The current business plan provides for
some maintenance costs but the majority of the responsibilities sit with the
Council as the owner of the assets. The Council and the company are working
together on a short term asset management plan to cover the interim period.
Any serious building failures that resulted in closure and loss of income to the
CIC may mean that the Council would still need to provide a cash flow loan to
the company but would be provided on a commercial basis.

In the longer term, a strategy is under development which will seek to identify
demand for leisure facilities and how that demand is being met currently and
into the future. This will form the basis for the provision of sport and leisure
facilities in the borough long in to the future and how and where the Council’s
provision will fit. Based on this, an investment strategy will be developed
working alongside the CIC and other potential investors to modernise and
future proof the assets going forward so that residents and customers will
benefit from a rich and diverse offer through high class facilities delivered
through a range of providers including the CIC and other commercial
providers, schools, charities, clubs and associations.

For the CIC and its workforce this will mean the potential for a sustainable
business into the future that is able to operate free from local authority subsidy
and could provide, if successful, new jobs and apprenticeships.

3.10 The Council has put in place a small project resource to support the

3.11

development and the implementation of the sports and leisure strategy
reporting into the Council’s governance structure through the Transformation
Programme.

It is anticipated that the strategy will be developed over the next three months
and this will lead to more detailed planning, a full evaluation of investment
routes and a long term asset management plan. All this will take full account
of each locality within the borough and the differing demographics so that
there is a cohesive offer in the future. It will be developed with partners so that
services could be integrated, for example with health and social care services.
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Key messages

Our Annual Audit Letter summatises the key findings arising from the work that we have carried out at Trafford Council ('the Council') for the year ended 31 March
2015.

The Letter is intended to communicate key messages to the Council and external stakeholders, including members of the public. Our annual work programme, which
includes nationally prescribed and locally determined work, has been undertaken in accordance with the Audit Plan that we issued on 24 March 2015 and was conducted
in accordance with the Audit Commission's Code of Audit Practice, International Standards on Auditing (UK and Ireland) and other guidance issued by the Audit
Commission and Public Sector Audit Appointments Limited.

Financial We reported our findings arising from the audit of the financial statements in our Audit Findings Report on 24 September 2015 to the
statements audit Accounts and Audit Committee. The key messages reported were:
(if¢Juding audit * As in previous years, the draft accounts were prepared to a good standard and were supported by comprehensive working papers.
O@ion) We will continue to liaise with Finance staff to identify further improvements to improve the efficiency of the accounts production
D and audit processes in the context of the eatlier deadlines from 2017/18.
= *  We did not identify any adjustments affecting the Council's reported financial position. The Council delivered an underspend of
w

£5.5m on its service income and expenditure and the audited financial statements for the year ended 31 March 2015 recorded net

cost of services expenditure of £152.4m.

*  We agreed a small number of adjustments to improve the presentation of the financial statements. These included some adjustments
to the cashflow statement and the restatement of an entry in the 2013/14 movement in reserves in relation to academy schools
brought in at 1 April 2013.

* We also drew your attention to a number of areas where segregation of duties in financial processes within the SAP system should

be improved. We shared our findings with management and we will follow up as part of our 2015/16 audit.

We issued an unqualified opinion on the Council's 2014/15 financial statements on 25 September 2015, meeting the deadline set by the
Department for Communities and Local Government. Our opinion confirms that the financial statements give a true and fair view of
the Council's financial position and of the income and expenditure recorded by the Council.

© 2015 Grant Thornton UK LLP | Annual Audit Letter 2014/15



Key messages continued

Value for Money (VfM) conclusion

We issued an unqualified VEM conclusion for 2014/15 on 25 September 2015.

On the basis of our work, and having regard to the guidance on the specified criteria published by the Audit
Commission, we are satisfied that in all significant respects the Council put in place proper arrangements to
secure economy, efficiency and effectiveness in its use of resources for the year ending 31 March 2015.

o
A d
\X@le of Government Accounts We reviewed the consolidation pack which the Council prepared to support the production of Whole of
D Government Accounts. We reported that the Council's pack was consistent with the audited financial
= statements.

I~
Certification of housing benefit grant claim

We are currently reviewing the Council's Housing Benefit subsidy claim, for which the certification deadline
is 30 November 2015.

Audit fee

Our fee for 2014/15, excluding grant certification work and VAT, was £157,589 which was in line with our
planned fee for the year and the same as the fee for the previous year. Further detail is included within
Appendix B.

© 2015 Grant Thornton UK LLP | Annual Audit Letter 2014/15




Appendix A: Key issues and recommendations

This appendix summarised the significant recommendations identified during the 2014/15 audit.

Issue and recommendation Priority | Management response/ responsible
office/ due date

No recommendations made

o
Q
«Q
@
=
6]
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Appendix B: Reports 1ssued and fees

We confirm below the fees charged for the audit and non-audit services.

Fees for audit services

Per Audit plan Actual fees

£ £

Council audit 156,119* 157,589

Housing benefit grant

certification fee 15,330 15,330

TOQ@I audit fees 171,449 172,919
D
(@]

*&56, 119 per fee letter 7 May 2014 plus £1,470
suppyementary fee approved by the Audit Commission for andit

work required on business rates.

Reports issued

Report Date issued

Audit Plan 24 March 2015

Audit Findings Report 24 September2015

Certification Report To be issued when
our work on grants is
complete

Annual Audit Letter October 2015

© 2015 Grant Thornton UK LLP | Annual Audit Letter 2014/15

Fees for other services
Service

Audit related services
Teachers' pension return 2013/14

Non audit related services

Fees £

£4,200

Nil
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The contents of this report relate only to the matters which have come to our attention,
which we believe need to be reported to you as part of our audit process. Itis nota
comprehensive record of all the relevant matters, which may be subject to change, and in
particular we cannot be held responsible to you for reporting all of the risks which may affect
your business or any weaknesses in your internal controls. This report has been prepared
solely for your benefit and should not be quoted in whole or in part without our prior written
consent. We do not accept any responsibility for any loss occasioned to any third party acting,
or refraining from acting on the basis of the content of this report, as this report was not
prepared for, nor intended for, any other purpose.
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Introduction

This paper provides the Accounts and Audit Committee with a report on progress in delivering our responsibilities as your external auditors.
The paper also includes:

» asummary of emerging national issues and developments that may be relevant to you; and

* anumber of challenge questions in respect of these emerging issues which the Committee may wish to consider.

Members of the Accounts and Audit Committee can find further useful material on our website www.grant-thornton.co.uk, where we have a
section dedicated to our work in the public sector (http://www.grant-thornton.co.uk/en/Services/Public-Sector/). Here you can download copies
ofg@'ﬁ)br publications including:

Q
. "I&/Iaking devolution work: A practical guide for local leaders

« PQpreading their wings: Building a successful local authority trading company
» Easing the burden, our report on the impact of welfare reform on local government and social housing organisations

» All aboard? our local government governance review 2015

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to receive regular email updates
on issues that are of interest to you, please contact either your Engagement Lead or Audit Manager.

Mike Thomas EngagementLead T:0161 214 6368 M: 0788 045 6173 E: mike.thomas@uk.gt.com
Helen Stevenson Engagement Manager T: 0161 234 6354 M: 0788 045 6209 E: helen.l.stevenson@uk.gt.com

© 2015 Grant Thornton UK LLP



Progress at November 2015

Work

2015-16 Accounts Audit Plan

We are required to issue a detailed accounts audit
plan to the Council setting out our proposed approach
in order to give an opinion on the Council's 2015-16
financial statements.

Interim accounts audit

Our interim fieldwork visit includes:

» ypdating our review of the Council's control
@nvironment

. ﬁ)dating our understanding of financial systems

» mYyiew of Internal Audit reports on core financial
éf/)stems

» early work on emerging accounting issues

» early substantive testing

* Initial Value for Money planning and risk assessment

2015-16 final accounts audit
Including:

» audit of the 2015-16 financial statements
» proposed opinion on the Council's accounts
» proposed Value for Money conclusion.

© 2015 Grant Thornton UK LLP

Planned date

February 2016

From January
2016

2016

Complete? Comments

N

N

June to September N

We have issued our fee letter for 2015/16 which

includes our outline proposals. This is attached to
this report for information.

Our more detailed plan will be issued in February
2016

The timing of our interim work will be agreed with
your finance team.

Our work will start with the receipt of the draft final
accounts in June 2016.

We will prepare an Audit Findings Report and
present this to the Committee prior to issuing our
audit report.



Progress at November 2015

Work Planned date

Value for Money (VfM) conclusion September 2016

We will give our statutory VM conclusion on whether
the Council has made proper arrangements to secure
economy, efficiency and effectiveness in its use of
resources.

Note National Audit Office supplementary guidance to
the new 2015/16 Code is due in November 2015. This
willglarify the auditor requirements on value for money
(se®further details on p13)

@

N
~

Annual Audit Letter October 2016
Our Annual Audit Letter will summarise the findings
from our 2015/16 audit.

© 2015 Grant Thornton UK LLP

Complete? Comments

We will complete a risk assessment and set out a
planned programme of VM work to inform our 2015-
16 conclusion.

We will report our overall conclusions on VIM in our
Audit Findings report.



Making devolution work: A practical guide for local leaders

Grant Thornton market insight

Our latest report on English devolution is intended as a practical guide for areas and partnerships making a case for devolved powers
or budgets.

The recent round of devolution proposals has generated a huge amount of interest and discussion and much progress has been
made in a short period of time. However, it is very unlikely that all proposals will be accepted and we believe that this the start of an
iterative process extending across the current Parliament and potentially beyond.

With research partner Localis we have spent recent months speaking to senior figures across local and central government to get
ﬁder the bonnet of devolution negotiations and understand best practice from both local and national perspectives. We have also
ectly supported the development of devolution proposals. In our view there are some clear lessons to learn about how local
Iegders can pitch successfully in the future.
ol

In particular, our report seeks to help local leaders think through the fundamental questions involved:

« what can we do differently and better?
» what precise powers are needed and what economic geography will be most effective?
» what governance do we need to give confidence to central government

The report ‘Making devolution work: A practical guide for local leaders' can be
downloaded from our website:
http://www.grantthornton.co.uk/en/insights/making-devolution-work/

Hard copies of our report are available from your Engagement Lead and Audit Manager
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Turning up the volume: The Business Location Index

Grant Thornton market insight

Inward investment is a major component of delivering growth, helping to drive
GDP, foster innovation, enhance productivity and create jobs, yet the amount
of inward investment across England is starkly unequal.

The Business Location Index has been created to help local authorities, local
enterprise partnerships, central government departments and other -]
stakeholders understand more about, and ultimately redress, this imbalance. It i 58 EAE
vall also contribute to the decision-making of foreign owners and investors and i 1

EX firms looking to relocate.
@

ggitsed on in-depth research and consultation to identify the key factors that influence business location decisions around
economic performance, access to people and skills and the environmental/infrastructure characteristics of an area, the Business
Location Index ranks the overall quality of an area as a business location. Alongside this we have also undertaken an analysis of
the costs of operating a business from each location. Together this analysis provides an interesting insight to the varied
geography that exists across England, raising a number of significant implications for national and local policy makers.

At the more local level, the index helps local authorities and local enterprise partnerships better understand their strengths and
assets as business locations. Armed with this analysis, they will be better equipped to turn up the volume on their inward
investment strategy, promote their places and inform their devolution discussions.

The report "Turning up the volume: The Business Location Index' can be downloaded from our website:

http://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/publication/2015/business-location-index-
turning-up-the-volume.pdf

Hard copies of our report are available from your Engagement Lead and Audit Manager
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Knowing the Ropes — Audit Committee Effectiveness Review

E E O EEEE NN EEE N N
Grant Thornton I' 1

B s 2
This is our first cross-sector review of audit committee effectiveness g P, B
. . . 1Ze: 3-0 MEeMDEers
encompassing the corporate, not for profit and public sectors. It is an ideal size for an Frequency: meetings should
provides insight into the ways in which audit committees can create an | A audit committes ReTSRE A el |
i N - : - should adapt to content
effective role within an organisation’s governance structure and ,’\, Relevance: audt
understand how they are perceived more widely. It is available at B of il B E
http://www.grantthornton.co.uk/en/insights/knowing-the-ropes--audit- B \ based on the skils and (i \ ]
. f . © 2015/ X experience they bring | ‘1
corr_1U mittee-effectiveness-review- . ® \¢ ) Clarity: the role of the audi .
& ! = committee and its relationship
T Q.)I'e ort is structured around four key issues: Communication: papers o D L ‘;’)"éﬂl‘ihr?; ggﬁﬂ:énees‘ o
Hg p uctu u u y u ) I should strike the E.):Faﬁce be provided for auct I
* Myhat is the status of the audit committee within the organisation? between detail and length FOnNiitEe fielibera
« Tbw should the audit committee be organised and operated? B |
» What skills and qualities are required in the audit committee % 5
members? ) ) _ The two key things that audit
» How should the effectiveness of the audit committee be evaluated? [ | committee members should be Evolution: audit committees &
asking are: should continually develop
It raises key questions that audit committees, E 1 Wi s expected of e gudn o
. © GrentThomton committee and does it reflect the
board members and senior management should| i specific nature of the industry in - B
ask themselves to challenge the effectiveness | i e rope Wi the Sigalaalgr=i=l B
of their audit committee. l 2 Does the audit committee have clear l
terms of reference in place? Audit -
committees should set themselves
i i I targets for what they want to I
Our key messages are summarised opposite. & i and efite how hese il TR
I H be measured to ensure they are I
| operating effectively.
(3 B
A e e eSS = 8
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George Osborne sets out plans for local government to gain new powers and

retain local taxes

gz obed

Local government issues

The Chancellor unveiled the "devolution revolution” on 5 October involving major plans to devolve new powers from Whitehall to Local
Government. Local Government will now be able to retain 100 per cent of local taxes and business rates to spend on local government
services; the first time since 1990. This will bring about the abolition of uniform business rates, leaving local authorities with the power to
cut business rates in order to boost enterprise and economic activity within their areas. However, revenue support grants will begin to be
phased out and so local authorities will have to take on additional responsibility. Elected Mayors, with the support of local business
leaders in their LEPs, will have the ability to add a premium to business rates in order to fund infrastructure, however this will be capped at
2 per cent.

There has been a mixed reaction to this announcement. Some commentators believe that this will be disastrous for authorities which are
too small to be self-sufficient. For these authorities, the devolution of powers and loss of government grants will make them worse off. It
has also been argued that full devolution will potentially drive up council's debt as they look to borrow more to invest in business
development, and that this will fragment the creditworthiness of local government.

Challenge question
Have members been briefed on the Chancellor's "devolution revolution” announcement and its likely impact on the Council?
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Councils must deliver local plans for new homes by 2017

Local government issues

The Prime Minister announced on 12 October that all local authorities must have plans for the development of new homes in their area by
2017, otherwise central government will ensure that plans are produced for them. This will help achieve government's ambition of 1 million
more new homes by 2020, as part of the newly announced Housing and Planning Bill.

The government has also announced a new £10 million Starter Homes fund, which all local authorities will be able to bid for. The Right to
Buy Scheme has been extended with a new agreement with Housing Associations and the National Housing Federation. The new
agreement will allow a further 1.3 million families the right to buy, whilst at the same time delivering thousands of new affordable homes
across the country. The proposal will increase home ownership and boost the overall housing supply. Housing Association tenants will
have the right to buy the property at a discounted rate and the government will compensate the Housing Associate for their loss.

Challenge question

T
Q
«Q
@
8 Are members aware of the government's new homes announcements and their likely impact on the Council?
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Improving etficiency of council tax collection

0€ obed

Local government issues

DCLG have published "Improving Efficiency for Council Tax Collection”, calling for consultation on the proposals to facilitate
improvements in the collection and enforcement processes in business rates and council tax. The consultation is aimed specifically at
local authorities, as well as other government departments, businesses and any other interested parties. The consultation document
states that council tax collection rates in 2014-15 are generally high (at 97 per cent), however the government wishes to explore further
tools for use by local authorities and therefore seeks consultation from local authorities on DCLG's proposals. The consultation closes on
18 November.

The Government proposes to extend the data-sharing gateway which currently exists between HMRC and local authorities. Where a
liability order has been obtained, the council taxpayer will have 14 days to voluntarily share employment information with the council to
enable the council to make an attachment to earnings. If this does not happen, the Government proposes to allow HMRC to share
employment information with councils. This would help to avoid further court action, would provide quicker access to reliable information,
and would not impose any additional costs on the debtor. The principle of this data-sharing is already well-established for council
taxpayers covered by the Local Council Tax Support scheme, and it would make the powers applying to all council tax debtors consistent.
Based on the results of the Manchester/HMRC pilot, Manchester estimate that £2.5m of debt could potentially be recouped in their area
alone.

Challenge question
Have members been briefed on the government's council tax collection consultation and the Council's response to it?

© 2015 Grant Thornton UK LLP
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Code of Audit Practice

National Audit Office

Under the Local Audit and Accountability Act 2014 the National Audit Office are responsible for setting the Code of Audit Practice which
prescribes how local auditors undertake their functions for public bodies, including local authorities.

The NAO have published the Code of Audit Practice which applies for the audit of the 2015/16 financial year onwards. This is available at
https://www.nao.org.uk/code-audit-practice/wp-content/uploads/sites/29/2015/03/Final-Code-of-Audit-Practice.pdf

The Code is principles based and will continue to require auditors to issue:

. ;gpinion on the financial statements

* (Dpinion on other matters

. CE)pinion on whether the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources (the
FM conclusion®.)

The NAO plan to supplement the new Code with detailed auditor guidance in specific areas. The published draft audit guidance for consultation
on the auditor's work on value for money arrangements in August 2015, which is due to be finalised in November 2015. The draft guidance
includes the following.

» Definition of the nature of the opinion to be given —i.e. a "reasonable assurance" opinion as defined by ISAE 300 (revised)

» Definitions of what could constitute "proper arrangements” for securing economy, efficiency and effectiveness in the use of resources

» Guidance on the approach to be followed by auditors in relation to risk assessment, with auditors only required to carry out detailed work in
areas where significant risks have been identified

» Evaluation criteria to be applied

* Reporting requirements.

Grant Thornton submitted a response to the consultation which closed on 30 September 2015.
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Supporting members 1n governance

Grant Thornton and the Centre for Public Scrutiny

We have teamed up with the Centre for Public Scrutiny to produce a member training programme on governance. Elected members are
at the forefront of an era of unprecedented change, both within their own authority and increasingly as part of a wider local public sector
agenda. The rising challenge of funding reductions, the increase of alternative delivery models, wider collaboration with other

organisations and new devolution arrangements mean that there is a dramatic increase in the complexity of the governance landscape.

Members at local authorities — whether long-serving or newly elected — need the necessary support to develop their knowledge so that
they achieve the right balance in their dual role of providing good governance while reflecting the needs and concerns of constituents.

create an effective and on-going learning environment, our development programme is based around workshops and on-going
&aching. The exact format and content is developed with you, by drawing from three broad modules to provide an affordable solution
t%t matches the culture and the specific development requirements of your members.
N

. Module 1 — supporting members to meet future challenges Q Gom e
. Module 2 — supporting members in governance roles _
. Module 3 — supporting leaders, committee chairs and portfolio holders . i, it

in governance

The development programme can begin with a baseline needs assessment, or be built on your own
understanding of the situation.

Further details are available from your Engagement Lead and Audit Manager

© 2015 Grant Thornton UK LLP
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Agenda Item 7

TRAFFORD BOROUGH COUNCIL

Report to: Executive 16 November 2015
Accounts & Audit Committee 25 November 2015
Report for: Discussion
Report of: The Executive Member for Finance and the Director of
Finance
Report Title

Treasury Management 2015-16 Mid-Year Performance Report

Summary

In accordance with the CIPFA Code of Practice adopted by the Council, this report
provides an update on the progress of the treasury management activities undertaken
for the first half of 2015/16.

e Debt Activity:-

No new borrowings to finance the capital programme were taken and due to
unfavourable market conditions no debt restructuring exercises were undertaken. At
30 September the Council’s external debt was £94.7m.

¢ Investment Activity:-

The priorities when undertaking any Council investment continues to be security,
liquidity and then rate of return and during the first half of 2015/16 the annualised
investment rate of return from proactive cash flow management was 0.71%, which
was 0.36% or £(184)k above the comparable performance indicator of the average 7-
day London Interbank BID interest rate. As a result of income being received ahead
of actual spend, and £5m being placed in the Church Commissioners Local Authority
Property Fund, the forecasted level for investment interest to be generated in the year
is currently expected to total £0.7m exceeding the budget by £0.2m. At 30 September
the Council’s level of investments was £101.2m.

e Prudential Indicators:-

During the first half of 2015/16 the Council complied with its legislative and regulatory
requirements, including compliance with all treasury management prudential
indicators.

Recommendations

That the Accounts & Audit Committee & Executive be requested to:
1. Note the Treasury Management activities undertaken in the first half of 2015/16.
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Contact person for background papers and further information:

Name: Graham Perkins
Extension: 4017

Background papers: None

Relationship to Policy
Framework/Corporate Periorities

Value for Money

Financial

The Council did not encounter any cash flow
liquidity difficulties and all investment income was
received on time. The projected level of
investment income from investments for 2015/16
is £0.7m and exceeds budget by £0.2m. Debt
interest payable remains in-line with budget at
£5.8m.

Legal Implications:

Any legal implications are as set out in the report.

Equality/Diversity Implications

Not applicable

Sustainability Implications

Not applicable

Resource Implications e.g. Staffing
/' ICT / Assets

Not applicable

Risk Management Implications

The monitoring and control of risk underpins all
treasury management activities and these factors
have been incorporated into the treasury
management systems and procedures which are
independently tested on a regular basis. The
Council’s in-house treasury management team
continually monitor to ensure that the main risks
associated with this function of adverse or
unforeseen fluctuations in interest rates are
avoided and security of capital sums are
maintained at all times.

Health & Wellbeing Implications

Not applicable

Health and Safety Implications

Not applicable
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1.1

1.2

1.3

1.4

1.5

BACKGROUND

The treasury management operation ensures that the Council’s day to day
cash flow requirements are adequately planned and accounted for with any
surplus monies beinginvested in low risk counterparties. In addition to the day
to day cash flow activities, theCouncil’s longer term funding requirements
arising from its capital programme are alsoconsidered and this may involve
arranging long or short term loans.

Treasury management is defined as:

The management of the local authority’s investments and cash flows,
its banking, moneymarket and capital market transactions, the effective
control of the risks associated with those activities and the pursuit of
optimum performance consistent with those risks.

Each year in order to comply with the requirements of both the CIPFA Code of
Practice on Treasury Management (the Code) and the CIPFA Prudential
Code for Capital Finance in Local Authorities (the Prudential Code), the
Accounts & Audit Committee together with the Executive will receive the
following reports:

. annual treasury strategy for the year ahead ( February)

. mid-year update report (November i.e. this report)

. annual report describing the activity undertaken compared to
the strategy (June).

The Treasury Management Strategy for 2015/16 was approved by Council at
its meeting on 18 February 2015 and the policies to be adopted for the year
remain unchanged.

This mid-year report has been prepared in compliance with CIPFA’s Code of
Practice on Treasury Management, and covers the following:

« Economic Update (section 2)

« Treasury Position (section 3)

. Debt Activity (section 4)

. Investment Activity (section 5)

. Risk Benchmarking (section 6)

« Prudential and Performance Indicators (section 7)

. Recommendations (section 8)

ECONOMIC UPDATE

The main economic headlines arising from the first half of 2015/16 are
outlined below and a forecast of the main indicators for 2016 are provided at
Appendix B for reference:

UK

« Gross Domestic Product (GDP) in 2014 grew at an annual rate of 2.9%, the
strongest rate since 2006 and of any G7 country and forecasters currently
predict the 2015 growth rate to be a leading rate in the G7 again at 2.2%.
Growth is expected to slow marginally during the 2 half of 2015 as
pressures for exporters mount as a result of:
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the appreciation of Sterling against the Euro,

weak growth in the UK’s main trading partners and

the lingering impact of the Government’s austerity measures which are
aimed at improving the country’s financial position.

The 3 month unemployment average continues its downward trend falling to
5.4% for the 3 months ending August 2015 compared to 5.6% for the
previous quarter;

Consumer Price Index (CPI) has for most of the year been close to 0%
with the reported rate for September being -0.10%. It is anticipated that
several more months of low inflation are expected to be incurred resulting
from the continuing fall in the price of oil, Iran re-joining the world oil market
after the lifting of sanctions and world commodity prices generally being
depressed as a result of the Chinese economic downturn. Despite this the
Bank of England forecast CPI to reach the Government's 2% target within 2
to 3 years.

Monetary Policy Committee (MPC) maintained both the Bank Rate at
0.5% and the level of quantitative easing at £375bn. The forecast for the
first increase in Bank Rate has been pushed back from Quarter1 to
Quarter2 2016 with increases after that being at a much slower pace and
to much lower levels than previously encountered.

Uus.

GDP continues to grow in 2015 with the recorded annualised movements
for the 3 quarters ending September 2015 being 0.6%, 3.9% & 1.5%
respectively.

Markets were expecting the Federal Reserve to raise interest rates during
the summer however this has now been put back to the end of 2015 or
early 2016 as a result of the slow-down in the world economy, particularly
in China and emerging countries.

The October 2015 rate of unemployment remained unchanged from that
reported in September at 5.1%.

CPI was 0.0% for period ending September 2015.

Eurozone

In January 2015, the European Central Bank (ECB) announced details of
a massive quantitative easing (QE) programme which was to commence
in March 2015 with monthly 60bn euro purchases of high credit quality
government and other debt of selected Eurozone countries taking place.
This programme, which is expected to run until September 2016 costing
1.1trillion euros, is already having a positive effect in helping recover
consumer and business confidence.

GDP grew by 0.5% in quarter 1 2015 falling slightly to 0.4% for quarter 2
however the slowdown in the Chinese economy has raised questions as
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2.2

2.3

to whether the ECB will need to boost its QE programme if it is to succeed
in improving growth.

The latest CPI figures show inflation currently running at -0.1% for
September 2015.

In July, Greece finally relented to EU demands to implement a major
programme of austerity enabling a €86bn third bailout package to be
agreed however during this latest round of negotiations, huge damage
was done to both the Greek banking system and its economy. A surprise
general election was carried out in September resulting in the existing
Syriza government retaining power to implement austerity measures
though major doubts still remain as to whether the size of cuts and degree
of reforms required can be fully implemented in order to prevent a Greek
exit from the euro.

Unemployment remains high at 10.8% as reported in September 2015.

China

In October 2015, manufacturing contracted for the third month in
succession.

GDP continues to grow however at 6.9% for 2015, this is the weakest it
has been since the financial crisis began in 2008.

Interest rates have been cut five times already since the start of 2015
from 5.6% to 4.35% as the Government tries to move its economy away
from being export led to a more consumer and service driven one.

Interest rate forecasts are provided by the Council’s treasury management
advisors Capita and the table below outlines the latest situation taking into
consideration the above economic conditions:

2015-16 2015-16 2016-17 2017-18
Original Revised Revised Revised
Forecast Forecast Forecast Forecast
% % % %
Bank Rate 0.63 0.50 0.90 1.50
Investment Rates
3 month 0.70 0.55 1.05 1.65
1 Year 1.20 1.05 1.50 2.15
PWLB Loan Rates
5 Year 2.40 2.35 2.80 3.25
25 Year 3.75 3.55 4.05 4.45

As a result of the current and forecasted economic position as outlined above,
the Council’s stance when undertaking or considering any money market
transactions will continue to be as that adopted in previous years and to take
a cautious approach.
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3.
3.1

3.2

4.2

TREASURY POSITION

The Council’s debt and investment position at the beginning and midway
through the current financial year was as follows:

31 March 2015 30 September 2015
Principal | Total | Interest | Principal | Total | Interest
£m £m | Rate % £m £m | Rate %
DEBT
Fixed rate:
- PWLB 39.0 38.7
- Market 5.0 44.0 6.67 50| 437 6.65
Variable rate:
- PWLB 0.0 0.0
- Market 51.0 51.0 5.50 510 51.0 5.46
Total debt 95.0 6.05 94.7 6.01
INVESTMENTS
- Fixed rate 39.9 68.3
- Variable rate 37.7 27.9
- Other - CCLA 0.0 5.0
Total 77.6 0.71 101.2 0.92
Investments
NET ACTUAL
DEBT 17.4 (6.5)

Net actual debt = Total debt less Total Investments

When reviewing the table above, it is important to note that the investment
figures do fluctuate daily, reflecting funds which are available on a temporary
basis as a result of timing issues arising from such aspects as precept
payments, receipt of grants and progress on the capital programme.

DEBT ACTIVITY

The Council, as at 31 March 2015, was under borrowed by £43.2m, as a
result of the total Capital Financing Requirement (CFR) of £138.2m, the
underlying need to borrow for capital purposes, being higher than its actual
level of external debt of £95.0m. This situation is set to continue for the
foreseeable future and is in line with the majority of Local Authorities positions
nationwide.

The Council’s under borrowed position reflects previous decisions taken to
fund its borrowing requirement from its own funds (cash supporting its
reserves & balances) rather than taking on any new debt. This approach
reflects the high “cost of carry” i.e. the difference between long-term debt
interest rates which as at 30 September 2015 were (3.5% 25yr PWLB rate)
and the current average short term investment rate (0.5% 3mth rate). Under
these conditions for every £10m borrowed the Council would pay £300k in net
interest (Interest payable - £10m x 3.5% = £350k less Interest receivable -
£10m x 0.5% = £50k)
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4.3

4.4

5.2

5.3

During 2015/16 the Council’'s (CFR) position, is forecasted to fall by £(2.3)m
from its closing position as at 31 March 2015 of £138.2m to £135.9m by 31
March 2016 reflecting the difference between the level of new capital
expenditure financed by borrowing compared to the statutory Minimum
Revenue Provision (the amount set aside from revenue for the repayment of
debt).

In the current economic climate, debt rescheduling opportunities have been
limited due to the high breakage penalty (premium) costs which would need to
be incurred. Therefore during the first half of the year no debt restructuring
has been undertaken.

INVESTMENT ACTIVITY

In accordance with the Code of Conduct, the Council’s priorities when placing
any temporary surplus funds with any approved institution remains as that
adopted in previous years which are security of capital, liquidity and then to
obtain an appropriate level of return consistent with its risk appetite.

All investments placed with any of the approved institutions and which
matured during the first half of the financial year, were repaid on time without
any difficulties and the list of institutions in which the Council invests continues
to be kept under review. For reference during the first half of the year and as
a result of credit rating changes or in the case of the Church Commissioners
an addition to the approved policy, the following institutions were added to or
deleted from the Council’s approved list of institutions:

Institution Additions Deletions

UK Banks Close Brothers, Goldman Sachs Intl.

Merrill Lynch Intl. & Morgan Stanley. The Co-operative

Non UK banks Abu Dhabi Commercial, ABN Amro,
National Australia, Northern Trust

Co., UBS Ltd & Danske.

Building Societies | Coventry & Leeds

Church Commissioners
Local Authority (Property fund)

Other

The movement in the Council’s temporary investments as at 31 March 2015
compared to 30 September 2015 is shown below for reference:

Sector 31 March 2015 30 September 2015

£m £m

UK Banks 22.9 37.5
UK Building Societies 5.0 8.3
Money Market Funds 34.7 25.9
Local Authority 9.0 5.0
Non UK Banks 6.0 19.5
Other - CCLA 0.0 5.0
Total 77.6 101.2

Page 41




5.4

5.5

5.6

5.7

5.8

5.9

The maturity structure of the investment portfolio was as follows:

Period 31 March 2015 30 September 2015

£m £m

Instant Access 37.7 28.0
Up to 3 Months 4.0 12.1
3 to 6 Months 9.5 44 1
6 to 9 Months 0.0 55
9 to 12 months 214 1.5
Over 1 year 5.0 10.0
Total 77.6 101.2

During the first half of the year, a total of 172 short term temporary
investments were undertaken by the Council’s in house treasury management
team in an environment of historically low interest rates. The table below
details the results of these activities, which clearly illustrates the Council
outperforming the 7day LIBID benchmark, a recognised market performance
indicator, by 35 basis points whilst ensuring that all risk was kept to a

minimum during this period.

Average level of | Average interest | Average 7 day Additional
temporary rate earned LIBID rate interest earned
Investments against 7 day
1 April to 30 Sept LIBID
£m % % £k
105.6 0.71 0.36 184

As a consequence of this favourable level of return achieved during the first
half of the year, it is currently forecasted that the level of investment interest
which will be generated from short term investments during the year will be
£0.6m which is £0.1m higher than budget. This level of return is to be
achieved despite a slow investment market due to interest rates, as
highlighted in Section 2, continuing to be in line with the 0.5% Bank Rate.

During the first half of the year the Council had no liquidity difficulties as a
result of proactive cash flow management thereby avoiding the need for any
temporary borrowing to be undertaken.

Members will recall that during July 2015, approval for a new investment
instrument, the Church Commissioners Local Authorities Property Investment
Fund, was obtained and that this has now been added to the list of approved
instruments which can be used for investment purposes.

The objective of this fund is to generate long-term growth in the original
amount invested together with annual returns and since September 2014, the
fund which now manages £467m has grown by 120% and includes 123 Local
Authorities.

On 29 September 2015, the Council placed £5m into this fund as a long term
investment for a minimum period of 5 years and during this period the
performance of the fund will be closely monitored. Annual returns are
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5.10

6.2

6.3

forecasted to be approximately 4% which for 2015/16 will generate an
additional £0.1m in investment interest to that budgeted for.

A breakdown of the Council’s investments, as at 30 September 2015 is
provided at Appendix A for reference.

RISK BENCHMARKING

In accordance with the Code of Practice and Department for Communities and
Local Government Investment Guidance, appropriate security and liquidity
benchmarks are used by Officers to monitor the current and future potential
risk conditions and undertake any corrective action to the operational strategy
if required.

These benchmarks are simple guides to maximum risk (not limits) and so may
be breached from time to time, depending on movements in interest rates and
counterparty criteria.

During the first half of 2015/16 the Director of Finance can confirm that no
benchmarks, which were set in the Strategy report in February 2015, were
breached as shown from the information below;

. Security — This table shows the benchmark for the Council’s
investment portfolio for each individual year and reflects the level of
potential default when compared to the historic default rates.

1 year 2 years 3 years
Original maximum default 0.09% 0.04% 0.14%
rate
Position at 30.09.15 0.01% 0.00% 0.00%

. Liquidity — In respect of this the Council set liquidity facilities/benchmarks
of:

Bank overdraft - £0.5m,

Liquid short term deposits of at least £15m available within 1
week notice and

Weighted Average Life (WAL) benchmark expected to be

6 months, with a maximum of 3 years.

For the first half of 2015/16 the above liquidity arrangements
were complied with and at 30 September 2015 the WAL of its
investments was 3.25 months.

. Yield- The local measure of the yield benchmark is to achieve a return
above the 7 day LIBID rate.

For the first half year of 2015/16 the investment interest return
averaged 0.71%, against a 7 day LIBID rate of 0.36%.

. Origin — This stipulated that no more than 40% of the Council’s total
investments to be directly placed with non-UK counterparties
at any time.

For the first half of 2015/16 the maximum level was 31%.
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7.2

10

PRUDENTIAL AND PERFORMANCE INDICATORS

In accordance with CLG Guidance, the CIPFA prudential Code and the CIPFA
Code of Practice on Treasury Management, the Council has in place a
number of prudential indicators ensuring that the Council’s capital expenditure
plans and borrowing remain robust, prudent and sustainable.

These indicators were originally set in February 2015 for the forthcoming year
and are monitored on a monthly basis. During the first half of 2015/16 it can
be reported that no breaches occurred.

RECOMMENDATIONS

That the Accounts & Audit Committee & Executive be requested to;

. Note the Treasury Management activities undertaken in the first half of
2015/16.

Other Options

This report has been produced in order to comply with Financial Regulations
and relevant legislation and provides an overview of transactions undertaken
during the first half of 2015/16.

Consultation

Information for the period 1 April 2015 to 30 September 2015 was obtained
from Capita, the Council’s external consultants.

Reasons for Recommendation

The report meets the requirements of both the CIPFA Code of Practice on
Treasury Management and the CIPFA Prudential Code for Capital Finance in
Local Authorities. The Council is required to comply with both Codes through
Regulations issued under the Local Government Act 2003.

Finance Officer Clearance S | B R
Legal Officer Clearance LHK
Director’s Signature Appended in hard copy
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APPENDIX A

Breakdown of Investments as at 30 September 2015

Counterparty Amount Total
£k £k
UK Institution
Local Authority
Greater Manchester Waste Disposal 5,000 5,000
Authority
Banks
Barclays 5,000
Close Bros 5,000
Goldman Sachs International 2,500
Lloyds 20,000
Santander 5,000 37,500
Building Societies
Coventry 3,000
Leeds 2,500
Nationwide 2,800 8,300
Money Market Funds
Federated 4,070
Ignis 14,300
Legal & General 7,500 25,870
Other
Church Commissioners Local Authority 5,000 5,000
Total UK Institutions 81,670
Non UK Institutions
National Bank of Abu Dhabi 9,500
Development Bank of Singapore 6,000
Svenska Handelsbanken 2,050
United Overseas 2,000 19,550
Total Non UK Institutions 19,550
Grand Total 101,220
APPENDIX B
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Major Economic Forecasts for Calendar Year 2016

Location Gross Unemployment Consumer Bank Rate
Domestic Rate Price Index
Product
UK 2.50% 5.31% 0.35% 0.75%
Euro Area 1.31% 10.33% -0.54% 0.05%
USA 2.65% 5.58% 1.43% 0.25%
China 10.48% 4.00% 0.43% 3.26%
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Agenda Iltem 8

TRAFFORD BOROUGH COUNCIL

Report to: Executive 16 November 2015
Accounts & Audit Committee 25 November 2015
Council Meeting 20 January 2016

Report for: Decision
Report of: The Executive Member for Finance and the Director of
Finance

Treasury Management Strategy - Review of the Minimum Revenue Provision

Summary

This report outlines the recent review undertaken of the Council’s annual Minimum
Revenue Provision (MRP) charge to the revenue budget in respect of capital
expenditure financed by borrowing. The MRP is an annual charge to reduce the
indebtedness of the Council.

The outcome of this review has identified both short to medium term revenue savings
as well as introducing a fairer and simpler approach to be adopted for current and
future council tax payers. Currently MRP for capital expenditure incurred prior to
2008 (known as Supported Borrowing) is charged at a rate of 4% of the Capital
Financing Requirement (CFR) and therefore is never completely extinguished. It is
proposed that this policy be amended so that the charge is linked to the average life
of an asset.

The amendments proposed to the current policy approved by Council on 18 February
2015 will remain fully compliant with Department for Communities & Local
Government (DCLG) regulations on this issue and generate some immediate capacity
in the revenue budget.

Recommendations

That the Executive and Accounts & Audit Committee recommend to Council that with
effect from 1 April 2015:

a) the Council’s MRP policy, paragraph (a) only, be amended to, “For capital
expenditure incurred before 1 April 2008: MRP will be calculated on an straight
line basis over the expected average useful life of the assets”

b) the annual PFI lease charge be financed from the provision currently
set-up to cover the final bullet payment and that capital receipts be used
to replenish this provision to ensure this can still be made in 2028/29.

Contact person for background papers:
Graham Perkins — Technical Accountant - Extension: 4017
Background papers: None
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Relationship to Policy
Framework/Corporate Priorities

Value for Money

Financial

The amendment to the Council’'s current MRP
policy will generate revenue savings as well as
providing a fairer and simpler approach to the
calculation of MRP.

Legal Implications:

Approval is required for the amendment to the
existing MRP policy contained within the current
treasury management strategy.

Equality/Diversity Implications

Not applicable

Sustainability Implications

Not applicable

Resources Implications
Staffing/ICT/Assets

e.g.

Not applicable

Risk Management Implications

This approach to re-profile the MRP on debt
incurred prior to 1t April 2008 held within the
Council's CFR complies with current DCLG
regulations and provides for the debt to be repaid
over a period equivalent to the average life of the
Council’s assets.

Health & Wellbeing Implications

Not applicable

Health and Safety Implications

Not applicable
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1.1

1.2

1.3

1.4

BACKGROUND

Each financial year the Council is required, in accordance with Regulation 27
to 29 of the Local Authorities (Capital Finance and Accounting) (England)
Regulations 2003 [SI 3146, as amended], to set aside an amount known as
the Minimum Revenue Provision (MRP) for the repayment of its debt
(borrowing taken out to finance capital expenditure as assessed by the
Capital Financing Requirement (CFR)).

The Capital Financing Requirement is that amount of capital expenditure
incurred which is not financed from capital grants and contributions, revenue
or capital receipts. This is usually the amount to be borrowed but can also
include other financing arrangements such Public Finance Initiative (PFI).

Prior to the commencement of each financial year, the Council approves an
MRP Policy it intends to adopt and this was included as part of the 2015/16
Treasury Management Strategy report which was approved by Council at its
meeting on 18 February 2015.

The components of the current MRP policy are:

a) Capital expenditure incurred before 1 April 2008 financed by Supported
Borrowing (further information on this is detailed at paragraphs 2.2 & 2.3
below): MRP will follow the existing practice outlined in former DCLG
regulations, i.e. 4% of the CFR each year (Regulatory Method);

b) Capital expenditure incurred after 1 April 2008 financed by Prudential
Borrowing: MRP will be based on the estimated life of the assets once
operational charged on a straight line basis or annuity basis in accordance
with the Guidance, (as highlighted at paragraph 2.1);

c) PFl schemes and leases shown on the balance sheet: MRP will be based
on the amount of the principal element within the annual unitary service
payment;

d) For expenditure that does not create an asset, or following the use of a
Capitalisation Direction: provision will be made over a period not
exceeding 20 years, in accordance with Guidance.

e) In instances where the Council incurs borrowing and a third party is
obliged to repay the principal (serviced debt arrangements): the Council
will not charge MRP to the revenue account.

CURRENT POSITION

In 2008 the Secretary of State issued statutory guidance to Councils on what
a ‘prudent’ level of MRP should be and this was subsequently revised in 2010
& 2012 primarily responding to the way Government revised its method for
calculating Revenue Support Grant (RSG). These revisions introduced a
wide, but not exhaustive, variety of methods which Councils can adopt when
calculating MRP.
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2.2

2.3

2.4

2.5

2.6

3.2

Prior to 2008 the RSG paid by the Government included an element for debt
service costs on in respect of capital expenditure financed by loan and
Councils would in turn set aside MRP at the same rate i.e. 4%.

Over recent years changes in the way Government calculates RSG and the
impact of the national deficit reduction programme has resulted in the erosion
of its contribution to MRP in respect of Supported Borrowing.

Under this reducing balance approach debt is never completely paid off and
whilst the level of debt falls, the level needed to be set aside also falls.
Additionally, in the early years higher repayments are encountered which has
a disproportionate impact for current council tax payers

It is expected that RSG will continue to be cut substantially in the coming
years and to maintain the level of debt repayment at 4% on this element of the
Council’'s CFR, would place a burden on the revenue budget not matched by
government support, increasing the pressure for further budget reductions in
operational services.

The indicative budget provision for MRP is shown in the table below split
between Prudential & Supported debt:

2015/16 2016/17

£000 £000

Prudential borrowing 1,925 1,935
PFI Lease 193 203
Supported borrowing 2,513 2,292
Total 4,631 4,430

PROPOSAL

For the reasons set out in section 2 it is appropriate that the Council should
review its MRP policy to be more appropriately linked to the average useful
life of the assets related to this debt.

To enable this change of policy to occur, ensuring a fairer policy be
implemented for the council tax payers of the Council, the following 3 options,
as outlined below, have been considered;

e Option 1 — Calculate annual MRP on a Straight line basis.

The Supported Borrowing element held within the CFR be written down
over a period of 50yrs (this being the average life of the Council’s
assets over which they are depreciated);

This approach is the favoured option as it permits costs to be
calculated evenly over the useful life of an asset and maintains a stable
and consistent charge to the revenue budget. If adopted this process
would have the following consequences on the amount of MRP for
Supported Borrowing to be provided for:
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2015/16 2016/17

£000 £000

Current budget provision 2,513 2,292
Proposed budget provision 1,362 1,362
Saving (1,151) (930)

Option 2 — Calculate annual MRP on an Annuity basis

Costs using this approach are generated by applying an annuity factor
and this method is particularly applicable to assets which have a long
fixed life e.g. land, building and roads. In considering an appropriate
interest rate to apply in order to establish the amount of MRP required
to be provided each year, the current Public Works Loan Board interest
rate for a 50 year annuity loan could be used and this is currently
around 3.5%. Adopting this approach would initially offer the greatest
level of immediate revenue savings due the structure of calculating
annuity payments i.e. levels of principal repaid start low and gradually
increase during the term of the loan. If adopted this process would
have the following consequences on the amount of MRP for Supported
Borrowing to be provided for:

2015/16 2016/17

£000 £000

Current budget provision 2,513 2,292
Proposed budget provision 502 521
Saving (2,011) (1,771)

This option is not recommended because it is considered to be less
prudent than the Straight line basis as it passes an increasing financial
burden onto future council taxpayers.

Option 3 — Calculate annual MRP on a 2% reducing balance basis.

A further option to consider would be to reduce the annual provision of
4% down to 2% which would be more in line with the current
Government funding received via the Revenue Support Grant. The
budgetary impact of this would be:

2015/16 2016/17

£000 £000

Current budget provision 2,513 2,292
Proposed budget provision 1,362 1,335
Saving (1,151) (957)

This option is not recommended as it does not offer a definitive end
date for the debt to be extinguished.
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3.3

3.4

3.5

3.6

4.2

4.3

Linking MRP to the average useful life of an asset is in keeping with the
general principle of achieving a prudent approach, as out in the 2008 DCLG
guidance, which stipulates that the profile of MRP charges should reflect the
economic benefit the Council gets from using the asset to deliver services
over its useful life.

The table below shows the level of Supported Borrowing will still be
outstanding after 50 years for each option outlined within this report:

Current Option 1 Option 2 Option 3
method
£000 £000 £000 £000

Outstanding 68,108 68,108 68,108 68,108
balance - 1 April
2015
Outstanding 8,846 0 0 24,803
balance - 31
March 2065

The views of the Council’s Treasury Management Advisers, Capita Asset
Services, who are advising a number of other local authorities on this issue,
have been sought and they are supportive of the proposals set out in this
report.

The annual Prudential debt element of the MRP will remain unchanged as it is
already linked to the asset life basis.

PRIVATE FINANCE INITIATIVE

The construction of Sale Waterside was financed by a Private Finance
Initiative and this liability is included within the Council’'s CFR balance. The
annual repayment required to be made for this is currently included within the
MRP provision.

In order to reduce the impact this places on the revenue budget, the Council
is requested to approve that this charge is to be financed from a provision
which exists to cover the final bullet payment in respect of the principal
element of the Unitary Service Payment which is to occur in 2028/29.

Capital receipts will then be used to replenish the provision by this date and
by adopting this procedure, revenue savings of £0.193m and £0.203m will be
generated in 2015/16 & 2016/17 respectively.

RECOMMENDATIONS

That the Executive and Accounts & Audit Committee recommend to Council
that with effect from 1 April 2015:

a) the Council’s MRP policy paragraph (a) be amended as follows:
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“For capital expenditure incurred before 1 April 2008, MRP will be
calculated on a straight line basis over the expected average useful life
of the assets”

b) The annual PFI lease charge be financed from the provision currently
established to cover the final bullet payment and that capital receipts
be used to replenish this provision to ensure this can still be made in
2028/29.

Other Options

These are discussed in the report.

Consultation

The Council’s external auditor has been consulted on this recommended
change in practice and has raised no objection but advises that the Council
must be satisfied that it is prudent to make any change in policy.

Reasons for Recommendation

The report has been produced in order to ensure that the Council’s tax payers
make a fair contribution to the cost of providing its assets as well as
generating both short & medium term revenue savings.

Finance Officer Clearance ... ID.....

Legal Officer Clearance .CHK

Director of Finance Signature Signature appended in hard copy
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Agenda Item 9

TRAFFORD COUNCIL

Report to: Accounts and Audit Committee
Date: 25 November 2015

Report for: Information

Report of: Audit and Assurance Manager
Report Title

Audit and Assurance Report for the Period July to September 2015.

Summary

The purpose of the report is:
e To provide a summary of the work of Audit and Assurance during the
period July to September 2015.
e To provide ongoing assurance to the Council on the adequacy of its
control environment.

Recommendation

The Accounts and Audit Committee is asked to note the report.

Contact person for access to background papers and further information:

Name: Mark Foster — Audit and Assurance Manager
Extension: 1323

Background Papers: None
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COUNCIL

Audit and Assurance Service Report
July to September 2015

Date: 25 November 2015
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1. Purpose of Report

This report summarises the work of the Audit and Assurance Service between July and September 2015. At the end of
the year, these quarterly reports will be brought together in the Annual Internal Audit Report which will give the Audit and
Assurance Service’s opinion on the overall effectiveness of the Council’s control environment during 2015/16.

2. Planned Assurance Work

Key elements of the 2015/16 Work Plan include:

Fundamental Financial Systems reviews.

Annual corporate governance review work and completion of the Annual Governance Statement for 2014/15.
Audits of Council partnership arrangements.

Continued review of risk management arrangements and provision of guidance.

Review of corporate procurement and value for money arrangements.

ICT audit reviews.

Anti fraud and corruption work.

Ongoing advice to services and input / advice in respect of key projects across the Council.

School audits and other establishment audit reviews.

Audit reviews of other areas of business risk.

3. Main areas of focus — Q2 2015/16

Work in this quarter included the following :

Issue of a number of final audit reports as planned, including reports on Authority-wide issues such as Business
Continuity and also audits covering each of the Council’'s Corporate Directorates.

Following previous risks identified, work commenced in reviewing cash handling arrangements across the
Council with a focus in quarter two on visits to a number of services to review petty cash and associated
records (with further visits to follow in quarter three in respect of income collection).

Work in compiling the finalised version of the Annual Governance Statement and reporting on the Council’s
Strategic Risk register to the Accounts and Audit Committee.

Audit checks of a number of grant claims as required.

Continued progression of a number of audits including financial systems to be reported further in Quarter three.

Points of information to support the report:

Audit Opinion Levels (RAG reporting) : Report Status:
Opinion — General Audits

Draft reports:
These are issued to managers prior to the final report

to provide comments and a response to audit
recommendations.

Low — Unsatisfactory Red

Final reports:

An opinion is stated in each audit report to assess the standard of These incorporate management comments and
the control environment. responses to audit recommendations, including

planned improvement actions.

Breadth of coverage of review (Levels 1 to 4)

Provides an indication as to the nature / breadth of coverage of
the review in terms of which aspects of the organisation’s
governance and control environment it relates to. Levels are as

follows:

o Level 4: Key strategic risk or significant corporate /
authority wide issue - Area under review directly relates to
a strategic risk or a significant corporate / authority wide
issue or area of activity.

e Level 3: Directorate wide - Area under review has a
significant impact within a given Directorate.

e Level 2: Service wide - Area under review relates to a
particular service provided or service area which comprises
for example a number of functions or establishments.

e Level 1: Establishment / function specific - Area under
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review relates to a single area such as an establishment.

4. Summary of Assurances

Year to Date:

All audit opinion reports issued in 2015/16 to date
(10 final reports issued April to September 2015)

Assurances - All audit opinion
reports issued in
2015/16 to date

BAGreen
OAmber
BRed

Quarter 2 2015/16:

Six final internal audit opinion reports were issued in
quarter two.

At least “Adequate” Opinions (Medium or above) were
given in relation to three of the reviews - Income
Control, Planning Control and Sale Waterside Arts
Centre (although as noted in Section 5, additional work
is ongoing to follow up queries from the latter review).

Less than adequate opinions were given in relation to
three reviews - Business Continuity (Low/Medium
Opinion), Let Estates (Low Opinion as previously
reported at draft stage) and Springfield Primary School
(Low/Medium). Follow up work will be undertaken in
2016 for each review and will be reported in future
updates.

A listing of audit report opinions issued including key findings
is shown in Section 5.

Work in the period included continued input by Audit and
Assurance to a number of other areas which are listed in
Section 6. This included facilitating the completion of the
2014/15 Annual Governance Statement. In addition, there is
ongoing work reviewing cash control arrangements across a
number of services/establishments, with findings from initial
work relating to petty cash to be reported in Quarter 3.

In terms of staffing, two audit staff were recruited,
commencing work in August and September 2015
respectively. One vacancy currently remains.
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5. Summary of Audit & Assurance Opinions Issued — Q2: 2015/16

REPORT NAME
(DIRECTORATE) /
(PORTFOLIO) by
Coverage Level (1-4)
FINAL REPORTS

Level 4 Reports:

Business Continuity (T&R
& Authority-wide) /
(Transformation and
Resources)

Income Control (T&R &
Authority-wide) / (Finance)

Let Estates (EGEI) /
(Economic Growth and
Planning)

Level 2 Reports :

Planning Control (EGEI) /
(Economic Growth and
Planning)

Level 1 Reports:

Sale Waterside Arts Centre
(T&R)/(Communities and
Partnerships)

-OPINION
-R/AIG
-Date Issued

(30/7/15)

MEDIUM/
HIGH
(GREEN)
(21/9/15)

LOW
(RED)
(27/7/15)

MEDIUM/
HIGH
(GREEN)
(7/9/15)

MEDIUM
(GREEN)
(18/8/15)

COMMENTS

Progress had been made with implementing in part most recommendations
previously made (10 out of 11). A key area to be addressed, however, is the need
to ensure appropriate IT Disaster Recovery arrangements are in place, aligned to
service needs and priorities. This includes ensuring Service Business Impact
Analyses, which consider critical functions and activities, provide sufficient detail
regarding key requirements in relation to IT systems to enable the recovery of
systems to be prioritised. An Action Plan was agreed as part of the finalised audit
report and developments made through the rest of the year in implementing
recommendations will be followed up further in 2016.

The review was undertaken to gain assurance that key controls relating to the
receipting, allocation and reconciliation of income received by the Council were
working effectively. In respect of corporate processes managed by Finance
Services, overall, effective procedures were in place. It was acknowledged that
the Council is working to achieve compliance with the Payment Card Industry
Data Security Standard following recent changes in requirements. In addition,
audit work has also been completed across a number of services/establishments in
reviewing income control arrangements. As part of this audit, one of the
recommendations made was to consider the addition of further details regarding
income control within the Council’s Financial Procedure Rules on their next
review to ensure more detail is provided of standards expected of services across
the Council. Further audit work in this area is taking place in 2015/16 in respect
of reviews of individual services areas and will be reported separately.

Let estates income is generated from a number of properties across the Borough,
with annual income received of over £2m. Audit testing found that property
records were not up to date and a significant number of updates to the property
database were required. Since the review work was undertaken, the Let Estates
function is now managed by Amey as part of the One Trafford Partnership. In the
management response to the audit findings, Audit has been advised that Amey are
to compile a Technical Services Plan by January 2016. This will include an
agreed approach to ensure records are brought up to date which will be agreed
with client officers from the Council. Progress against recommendations made in
this review will be followed up in 2016.

Overall it was found that controls were adequate and effective at the time of the
audit review to address most business risks reviewed. Some recommendations
were made to improve existing systems and controls. These included ensuring
observations from Planning site visits are consistently documented and also
further checks are introduced to monitor income received with reference to both
the Planning system and the Council’s General Ledger.

The purpose of this review was to evaluate the controls in place for the
management of business risks in respect of the Box Office ticketing and Bar
stocks and income. Whilst adequate procedures were in place across some areas
reviewed, a number of recommendations were made which included improving
existing systems and controls in respect of the security of cash and stocks. It
should be noted that although a Medium opinion is given in relation to work
completed to date, Audit and Assurance has continued to work with the Service to
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follow up outstanding queries from the review in relation to stock control and will
report further to management on this area when work has been completed.

Springfield Primary School Progress has been made to implement or partially implement 16 of the 26

(CFW) / (Children’s previous audit recommendations made. In addition to the recommendations

Services) * which remain outstanding, which included actions relating to ordering and
(24/8/15) payment procedures and maintenance of the School Fund records, a couple of

further recommendations were made in relation to updating certain procedures
within the school’s Finance Manual. The school will be contacted further in the
next 12 months for a further update to review progress made.

6. Other Assurance Work

There is a significant amount of work undertaken by the Service that does not result in an audit opinion report being
issued.

There has been ongoing work such as the provision of advice; conducting investigation work; co-ordinating the update of
the Council’s Strategic Risk Register and undertaking financial appraisals of contractors.

In addition to the above, other significant work undertaken during Q2 included:

o Facilitating the production of the finalised version of the 2014/15 Annual Governance Statement.

o Audit checks required as part of the submission of a number of grant claims including Highways and Disabled
Facilities grants.

e Visits to a number of Council establishments to review petty cash processes (with a summary report of the work
completed to be issued in Quarter 3).

e Presentation given on cash and banking controls as part of a Finance Services training/awareness raising
session to schools’ finance staff in September 2015.

e Continued input to ongoing discussions between the STAR Shared Procurement Service and Finance and audit
staff in Rochdale and Stockport Councils in respect of reviewing existing procedures for the financial vetting of
contractors.

e Continued progression of work supporting the National Fraud Initiative, in liaison with other services, to be
reported in March 2016.

e Input by the Audit and Assurance Service to the monitoring of the Budget Monitoring Action Plan following the
corporate review in 2014/15.

7. Impact of Audit Work — Improvements to the Control Environment

Key indicators of the impact of Audit and Assurance are: (a) Acceptance of Recommendations (b)
Implementation of them.

Acceptance of Recommendations

Based on the 6 final audit opinion reports issued during the quarter:
¢ All recommendations made in the Quarter (49 recommendations in total) have been accepted.
In the year to date, based on 10 final reports issued from April to September 2015:

e 96.5% of recommendations have been accepted (83 out of 86 recommendations). The Service Annual
Target is 95%.

Implementation of Audit Recommendations

Final audit reports are followed up to assess progress in implementing improvement actions identified through audit
recommendations. Recommendations made by the Audit and Assurance Service are followed up by a number of means
including follow up audits, reviews conducted on a cyclical basis and managers self- assessments.

Two follow up audits were completed during the quarter (Business Continuity follow up and Springfield Primary School).
Details of these were referred to in Section 5.

A number of other follow ups were in progress during the quarter and will be reported in the Quarter three update. These
are the following: Section 17 Payments -Children’s Act 1989 (draft report issued October 2015); Altrincham
Crematorium; St. Ann’'s RC Primary School and St. Anne’s C of E Primary School.
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8. Resources Update / Performance against Audit & Assurance Annual Work Plan

Appendix A shows an analysis of time spent to date against planned time for the 2015/16 Operational Internal
Audit Plan

As at the end of quarter two, 372 audit days were spent to date against 420 planned days (89% of planned allocated
time). As referred to in the Quarter one update, available Internal Audit resources were less than originally planned for at
the start of 2015/16. A Senior Audit and Assurance Officer commenced in post on 5 August 2015 and an Audit and
Assurance Officer on 7 September. There is now just one remaining vacancy at Audit and Assurance Officer level.

Meetings will be held with Corporate Directors in the final quarter of 2015/16 to discuss progress against planned work

and agree future plans including the timing of any remaining work within the existing Plan. Any amendments to the Plan
or rescheduling of work if required will be reported to the Committee in future updates at its meetings in 2016.

9. Planned Work for Quarter 3, 2015/16

Areas of focus will include :

e Issue of a number of follow up reports as listed in Section 7.

e Issue of a number of other audit reports during the quarter including Treasury Management, Payroll, Cash control
(petty cash and income) and the Registrars Service.

e Liaison with partner authorities to agree the issue of audit reports in Quarter three in relation to the STAR Shared
Procurement Service.

e Progression of a number of other audits including financial systems (Benefits and Accounts Payable), two further
school follow up audits, Client finances (Adult Services) and other audits to be drawn from the Annual Audit Plan.
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APPENDIX A

2015/16 Operational Plan: Planned against Actual Work (as at 30 September 2015)

Category Details Planned | Planned Actual
Days Days (up [ Days (as
2015/16 to 30/9/15) | at 30/9/15)
Fundamental Completion of fundamental financial systems 160 85 103
Systems reviews
Governance Corporate / partnership governance review 60 35 18
work and collation of supporting evidence and
production of the 2014/15 Annual Governance
Statement (AGS).
Preparation for production of the 2015/16 AGS.
Corporate Risk | Facilitating the updating of the Council’s 25 12 12
Management strategic risk register and other actions to
support the Council’s Risk Management
Strategy.
Anti-Fraud and Investigation of referred cases. 140 70 51
Corruption Work in co-ordinating the reporting of the
Council’s NFI data matching exercise.
Work supporting the Anti- Fraud and Corruption
Strategy, including raising awareness of
supporting guidance to promote measures to
prevent, deter or detect instances of fraud and
corruption.
Procurement / Review of procurement / contract management 50 10 7
Value for money | arrangements across the Council including
systems in place and associated arrangements
to secure value for money. (This will include
liaison with the STaR Procurement Service and
partner authority auditors).
ICT Audit Audit reviews to be completed in line with the 60 27 22
ICT audit plan.
Investigation of misuse of ICT.
Schools School Audit reviews 120 43 32
Support the Council in raising awareness with
schools of the DfE Schools Financial Value
Standard (SFVS).
Assurance — Selected on the basis of risk from a number of 155 70 81
Other Key sources including senior managers’
Business Risks | recommendations, risk registers and internal
audit risk assessments. Reviews will include
authority wide issues and areas relating to
individual services, establishments and
functions.
Grant claims Internal audit checks of grant claims / statutory 30 12 17
checks / Data returns as required. This includes verification
Quality checks of data submitted by the Council as part
of its Stronger Families programme.
Service Advice / | General advice across all services. 80 40 20

Projects

Support and advice to the organisation in
carrying out key projects ensuring new
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systems, functions and procedures provide for
adequate controls and good governance
arrangements.

Financial Financial assessments of contractors and 30 16 9
Appraisals potential providers
TOTAL 910 * 420 372

*Note: There are 960 planned available days in total but 50 days relate to contingency.
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Agenda Item

TRAFFORD COUNCIL

Report to: Executive

Date: 16 November 2015

Report for: Information

Report of: The Executive Member for Finance and the Director of Finance

Report Title:

Revenue Budget Monitoring 2015/16 — Period 6 (April to September 2015).

Summary:

The approved revenue budget for the year is £148.914m. The forecast for the end of
the year, as projected following six months of activity, is £147.760m being a net
underspend of £(1.154)m, (0.8)% of the budget, a favourable movement of £(0.567)m
since the last report.

The main areas of budget variance are summarised as follows:
Forecast Movement

Activity £m £m
Children’s client care packages 1.2 -
Adults client care packages (0.0) (0.2)
Rephased base budget savings 0.3 (0.1)
Vacancy management (1.3) (0.2)
Running costs (0.6) -
Treasury Management (0.8) (0.1)
Housing & Council Tax Benefits (0.0) 0.1
Business Rates (Council-wide budget) (0.1) (0.1)
Income 0.3 0.1
Grants (0.2) (0.1)
Forecasted outturn (1.2) (0.6)
Reserves

The opening balance of the General Reserve was £(7.9)m, and after taking into
account approved use and commitments, and the Council-Wide budget projected
outturn, the forecasted closing balance is £(7.5)m, which is £(1.5)m above the Council
established minimum level of £(6.0)m.

In addition, the net service carry forward reserves at the beginning of the year was
£(3.6)m, and after taking into account planned use and commitments together with the
service Directorates’ projected outturn, the forecasted closing balance is £(1.5)m in
surplus.

Council Tax

The surplus brought forward of £(0.8)m, will be increased by an in-year forecast
surplus of £(1.4)m. After taking account of the planned use of £0.4m to support the
base budget and another £0.1m for backdated valuation and discount appeals, the
total surplus forecasted to be carried forward is £(1.7)m. The Council’s share of this
surplus is £(1.4)m, and is planned to support future budgets in the MTFP.

1
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Business Rates

The latest projection as at 30 September 2015 shows an overall increase in retained
business rates for 2015/16 of £(0.149)m, representing an adverse movement since
period 5 of £0.157m. This includes an in-year business rate growth surplus of
£(0.028)m, which cannot be brought into the accounts until 2016/17, as well as an
increase in income in-year within the Council-wide budget of £(0.121)m (see
paragraphs 13 to 14 below).

Recommendation(s)

It is recommended that:
a) the latest forecast and planned actions be noted and agreed.

Contact person for access to background papers and further information:

David Muggeridge, Finance Manager, Financial Accounting Extension: 4534

Background Papers: None

Relationship to Policy Value for Money
Framework/Corporate Priorities
Financial Revenue expenditure to be been contained within
available resources in 2015/16.

Legal Implications: None arising out of this report
Equality/Diversity Implications None arising out of this report
Sustainability Implications None arising out of this report
Staffing/E-Government/Asset Not applicable
Management Implications
Risk Management Implications Not applicable
Health and Safety Implications Not applicable

Director of Finance............. ID............

Director of Legal & Democratic Services ......... JLF...coeeen.

DIRECTOR’S SIGNATURE Appended in hard copy
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Budget Monitoring - Financial Results

1. The approved budget agreed at the 18 February 2015 Council meeting is

£148.914m. Based on the budget monitoring for the first 6 months of the year,
the overall forecast for the year is £147.760m, being an underspend of
£(1.154), (0.8)%, a favourable movement of £(0.567)m since the last report.

2. The details of service variances can be found in Annexes 1 to 3, and for

Council-Wide, Annex 4:

Year end Period
Table 1: Budget Monitoring results by Forecast | Percent- | Movement | Annex
Directorate (£000’s) age % (£000’s)
CFW — Children’s Services 1,192 4.2% 100 1
CFW — Adult Social Services (929) (1.9)% (456) 1
CFW — Public Health 0 0.0% 0 1
Economic Growth, Environment & (292) (0.9)% (2) 2
Infrastructure
Transformation & Resources (249) (1.5)% (138) 3
Total Service Variances (278) (0.2)% (496)
Council-wide budgets (876) (3.71)% (71) 4
Estimated outturn variance (period 6) (1,154) (0.8)% (567)
CFW — Children, Families & Wellbeing
Year end Period

Table 2: Budget Monitoring results by Forecast Percent- Movement
Executive Portfolio Holder (£000’s) age % (£000’s)
Children’s Services 1,192 4.2% 100
Adult Social Services (929) (1.9)% (456)
Community Health & Wellbeing 0 0.0% 0
Environment & Operations (169) (0.6)% 4)
Economic Growth & Planning (123) (2.6)% 2
Communities & Partnerships 80 3.0% (15)
Transformation & Resources (154) (1.6)% (70)
Finance (1,051) (3.7)% (124)
Estimated outturn variance (period 6) (1,154) (0.8)% (567)

Key month on month variations

3. The key variances contributing to the period movement of a favourable

£(0.567)m are:

e Children’s Services — an increase in the shortfall in adoption income of
£0.216m, partly offset by lower client costs of £(0.033)m, further staff savings
of £(0.086)m and a minor increase in running costs of £0.003m across the

Directorate;

e Adult Services — a reduction in Long Term Support client costs of £(0.490)m
as a result of client cost and activity changes and improved savings forecast;
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e Adult Services — an increase in Short Term Support client costs of £0.265m
as a result of the additional resources committed to external reablement;

e Adult Services — additional staff savings within the Social Care Activities —
Care Management teams of £(0.102)m and Commissioning and Service
Delivery of £(0.200)m. There have also been minor adverse movements in
savings and running costs of £0.071m across the Adult Services Directorate;

¢ Transformation & Resources Directorate - favourable movement in grants
and income of £(0.159)m, partly offset by a net movement in staff costs,
savings and running costs of £0.021m;

¢ A favourable movement of £(0.103)m relating to the element of Business
Rates income retained within the Council-wide budget (see paragraphs 13
and 14 below);

e Treasury Management — an increase in projected income of £(0.083)m as a
result of a recent investment in the Local Authority Property Investment
Fund;

¢ Housing and Council Tax Benefits overpayment recovery net movement of
£0.115m;

e Other net movements of £(0.002)m.

MTFP Savings and increased income

4. The 2015/16 budget was based on the achievement of permanent base budget
savings and increased income of £(21.584)m.

5. This saving target includes £(15.612)m within the CFW Directorate which is
being programme managed by a dedicated CFW Transformation Team. From
the Month 4 report the savings targets for individual initiatives within CFW were
updated to reflect the revised targets which were agreed at the CFW
Programme Board. This has meant some slight amendments to individual
targets, though the overall total savings target for the CFW directorate remains
the same. The revised savings targets are included in Appendix 2 of Annex 1 of
this report. Performance is assessed against the revised targets:

6. The following table summarises the actuals to date, forecast for the remainder
of the year and how the shortfall will be managed in-year.

Table 3: Savings & increased income Total Total
2015/16 (£000’s) (£000’s)
Actual to date

CFw (13,792)

EGEI (2,774)

T&R (2,441)

C-W (375)
Sub-Total (19,382)
Forecasted

CFW * Note 2 (2,218)

EGEI (40)

T&R (54)

CW (15)
Sub-Total (2,327)

4

Page 68



Total Savings delivered or in progress

(21,709)

Budget Savings Required

(21,584)

Total Net Shortfall/ (Over recovery)

(125)

Shortfall Detailed by Directorate

Shortfall against savings target within T&R

e Libraries (as measured against revised
target see Note 1)

154

e ICT Procurement/ Other

149

Total shortfall/ (Over recovery) within
T&R

303

Shortfall/(Over recovery) against savings
target within CFW

e Children with Complex Needs — Use of
Personalisation

¢ Children with Complex Needs — expand
in-house homes

50

e Education Early Years — Early Help

137

e Older People Reablement

(205)

e LD — Void Management

(19)

e LD — Ordinary Residence

35

e LD — Care Package Review/ Reshaping
Trafford

(388)

Total shortfall/ (Over recovery) within
CFW

(398)

Shortfall/(Over recovery) against savings
target within CW

e Old Car Lease Scheme

Total shortfall/ (Over recovery) within
CW

(30)

Total Net Shortfall/(Over recovery)

(125)

Gross shortfalls to be met by :-

T&R reserve or mitigated by in year
savings in 15/16

(303)

Total

(303)

Note 1 - The savings target for T&R originally included £(0.550)m in respect of
the libraries rationalisation but this figure was revised down by £0.050m when

the outcome of the second phase of consultation was approved by the

Executive in March 2015. The saving has been transferred to Council Wide,

where it has been met in year from the Treasury Management budget.

Whilst the delay in implementing some library changes has impacted on

savings overall there are significant benefits to the Council in terms of the final

proposals agreed. With redevelopment of a number of sites to include
residential dwellings which will attract new homes bonus, council tax and a

capital receipt.
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Note 2 - Savings to a value of £(1.098)m which have still to be realised are
reflected in the forecast and comprise savings against the LD Care Package
Review / Reshaping Trafford £(1.068)m and savings from other schemes of
£(0.030)m. Three ordinary residence cases are still awaiting judgement. At
this stage the cost of these clients of £0.223m is included in client cost. If the
outcome of these cases is favourable this will further increase the savings to be

realised.

The original budget for 2015/16 included a one off allowance of £0.700m as a
general contingency to cushion against possible slippage in the delivery of the
significant savings programme in 2015/16. As at a previous period (Period 4)
£0.085m had been released to cover a projected savings slippage related to
Market Management. As a result of the realignment of the CFW savings
targets, the budget variance on Market Management has now been removed.

Approximately 100.6% of base budget savings have been or are forecasted to

be delivered:

o Of the £(0.125)m net over achievement, there is a gross shortfall of
£0.303m relating to T&R, a net over achievement of £(0.398)m in CFW and

£(0.030)m in Council Wide.

e The gross shortfall of £0.303m within T&R will be met from either service
carry forward reserves or alternative in year savings.

Council Tax

9.

10.

The brought forward surplus on the Council Tax element of the Collection Fund
of £(0.773)m has shared ownership between GM Fire & Rescue Authority and
Police & Crime Commissioner, as well as the Council.

After six months of activity, the total Council Tax in-year surplus is forecasted at
£(1.383)m, with the Council’s share of this being £(1.162)m. After taking
account of the planned application to support the 2015/16 budget, £0.357m,
and reductions as a consequence of back-dated valuations and awards of
discounts or exemptions of £0.100m, the end of year total balance is forecasted
at £(1.699)m, of which the Council’s share is £(1.427)m

Table 4: Council Tax surplus Overall Trafford
£(000’s) | £(000’s) | £(000°’s) | £(000’s)

Surplus brought forward (773) (649)

Changes in Band D equivalents (606) (509)

Empty Homes Premium (126) (106)

Council Tax Support Scheme (651) (547)

In Year Surplus (1,383) (1,162)

Banding valuations & discounts 100 84

Increase in Bad Debt Provision 0 100 0 84

In-year application of surplus 357 300

Forecasted surplus carry forward (1,699) (1,427)

6
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11.

12.

The numbers of those in receipt of Council Tax Support continues to fall. In
addition, in an effort to attract incentive funding from DWP, several targeted
pro-active interventions on unreported changes of circumstances are
continuing, reducing Council Tax Support.

There has also been a growth in the Taxbase. Back dated valuations and
discounts continue to be an issue but levels have reduced considerably relative

to the same period in 2014/15.

Business Rates

13. The Business Rate Retention Scheme established in April 2013, whereby local
authorities can retain a share of growth (and losses), is a technically complex
subject. The table below gives an indication of the complexity as well as an
updated assessment compared to assumptions made in the budget:

Movement
Projection since
Original September previous

Table 5: Calculation of Business Estimate 2015 Variance period

Rates Income 2015/16 £000’s £000’s £000’s £000’s
Net Yield (161,238) (161,297) (59) 529
Local Share (49%) (79,007) (79,035) (28) 260
Less Tariff (Set by Government) 44,142 44,142 - -
Retained Rates (34,865) (34,893) (28) 260
Government Baseline (33,054) (33,054) - -
In Year Growth (1,811) (1,839) (28) 260
Add: Section 31 Grants (1,663) (1,859) (196) (23)
Estimated surplus 2014/15 (1,710) (1,710) - -
Total Income subject to Levy (5,184) (5,408) (224) 237
Deduct Levy @ 50% 2,592 2,704 112 (119)
Net Income (2,592) (2,704) (112) 118
Add: Levy Rebate from GM Pool (579) (616) (37) 39
Increased grant for 2% cap (136) (136) - -
Renewable Energy (retained in (77) (77) - -

full)

Net Retained Income (3,384) (3,533) (149) 157

14.  The latest projections as at 30 September 2015 are shown in the table above
and show an overall increase in retained business rates for 2015/16 of

£(0.149)m compared to budget and this is summarised as:

a) The retained element of in-year business rate growth is forecasted to be
up by £(0.028)m at £(1.839)m. However, this is an adverse movement of
£0.260m since last month due to an increase in the provision of Relief

required for Empty Properties. Empty property exemptions can be

volatile as premises can be vacated overnight and we are also dealing
with some tax avoidance / evasion issues. The accounting
arrangements for any variation in the forecast of business rates must be
carried forward to later years’ budgets i.e. no impact in 2015/16;

however the levy must be accounted for in the year that it relates to;

7
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b) Increase in Section 31 grant income of £(0.196)m to £(1.859)m, a
movement of £(0.023)m since last month due to additional grant being
receivable against the costs of the small business rate and retail reliefs.
This has a benefit to the 2015/16 budget because S31 grants are
accrued during the financial year to which they relate;

c) Overall increase in the cost of the levy due to the updated growth
forecast, £0.112m. This is a movement of £(0.119)m from last month as
a result of a fall in forecast business rate income;

d) AGMA pool rebate £(0.037)m above budget;

e) Impact on 2015/16 is the sum of items (b) — (d), £(0.121)m, and is
included in the Council-wide budget monitoring projection in Annex 4.

Public Health

15.

16.

17.

The Government announced on 4 June 2015 that it was seeking in-year public
expenditure reductions of £3.1 billion. This included an amount of £200 million
in respect of Public Health. In July the Department of Health issued a
consultation paper on how to achieve these savings The illustration provided in
that paper was for a reduction of 6.2% shared equally across local authorities,
which if implemented would result in an in-year reduction of £0.773m for
Trafford. We are still awaiting the outcome of the consultation process.

If the in-year reduction of £0.773m is confirmed, scope has been identified
within the Public Health budget to manage £0.660m of this on a one off basis
for the 2015/16 financial year. This leaves a residual amount of £0.113m still to
be found. If the in-year reduction becomes recurrent, a plan to reduce
expenditure by £0.773m will need to be incorporated into the 2016/17 budget
planning cycle.

This is based on the current Public Health grant plus additional 0-5 funding of
£1.642m which was transferred to the Council on 15t October 2015 for the
national transfer of responsibilities relating to Health Visiting and Family Nurse
Partnership services. This will increase the gross funding for Public Health to
£12.471m in 2015/16.

Leisure Services

18.

19.

On 30 July 2015 The Executive Member for Communities and Partnerships
approved that a Community Interest Company (CIC) be established to run the
leisure services, currently provided by Trafford Community Leisure Trust.

Trafford Leisure CIC took over the running of the leisure facilities on 15t October
2015. To date, approximately £0.028m has been commited to get the company
formed and operational. The division of these costs between the Council and
the company will be discussed and agreed. Further financial implications will be
included in future budget monitoring reports.

Page 72



Reserves

20. The audited General Reserve balance brought forward is £(7.9)m, against
which there are planned commitments up to the end of 2015/16 of £1.2m. The
addition of the Council-Wide underspend of £(0.6)m provides for a projected 31
March 2016 balance of £(7.5)m, being £(1.5)m above the approved minimum
level of £(6.0)m:

Table 6 : General Reserve Movements (£000’s)
Balance 31 March 2015 (7,871)
Commitments in 2015/16:

- Planned use for 2015/16 Budget 1,000

- Planned use for one-off projects 2015/16 200
- Council-wide budgets underspend (876)
Balance 31 March 2016 (7,547)

21.  Service balances brought forward from 2014/15 were a net £(3.642)m. After
planned use to support one-off projects and adjusting for the estimated outturn,
there is a projected net surplus of £(1.535)m to be carried forward to 2016/17

(Table 7).
Forecast
b/f April | Movement Forecast
2015 in-year Balance
Table 7: Service balances (£000’s) (£000’s) (£000’s)
Communities, Families & Wellbeing (403) 460 57
Economic Growth, Environment & (1,738) 1,419 (319)
Infrastructure
Transformation & Resources (1,501) 228 (1,273)
Total (Surplus)/Deficit (3,642) 2,107 (1,535)

Recommendations

22. Itis recommended that the latest forecast and planned actions be noted and

agreed.
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ANNEX 1

TRAFFORD COUNCIL

Report to: CFW Senior Leadership Team
Date: 15th October 2015

Report for: Discussion

Report author: CFW Finance Managers
Report Title:

Revenue Budget Monitoring 2015/16 — Period 6 (April 2015 to September 2015).

1.

1.1

1.2

1.3

2.1

2.2

Forecast Outturn for the Year

The approved revenue budget for the year is £75.889m (See Para 2.5 for budget
adjustments since the last report) and the projected outturn is currently forecast
to be £76.152m, which exceeds the budget by £0.263m (0.3%). The current
projected overspend includes £1.192m on Children Services and an underspend
of £(0.929)m on Adults.

The forecast variance for Period 5 was £0.619m and this represents a favourable
movement of £(0.356)m since last reported.

The savings target for CFW in 2015/16 is £(15.612)m. The forecast savings on
the basis of the latest projection are overall savings of £(16.010)m. At this stage
of the year it is a major achievement to be on track to overachieve against the
target of £(15.612)m and provides a high level of assurance about the
robustness of financial planning and effective delivery of transformation projects
within the Directorate.

Summary of Variances

The main forecast outturn variances are summarised below, with more detail at
Appendix 1.

CHILDRENS SERVICE

The overall variance for Children’s Services is an adverse £1.192m and is
analysed below.

(a) Children’s Social Services (including Children with Complex Needs) -
£1.336m adverse variation from budget

> There is a forecast overspend of £1.192m on client care packages as
analysed in the table below. The main variances are in respect of
welfare secure places, external children’s homes, agency foster care and
adoption places. The increases in cost are due to a combination of
demographic growth and the complexity of need of children in care with
more children requiring high cost specialist placements. £1.035m of the
projected variance relates to external children’s homes even though this
is as a result of only 6.1 additional placements over the year, indicating
the volatility of this particular budget. This has been exacerbated by a
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reduction in availability of places in our internal residential homes due to
regulatory activity.

There is an adverse variance of £0.147m for welfare secure places
which relates to 0.5 additional places. There is also an adverse variance
of £0.147m on agency foster placements which equates to 4.2
placements; this reflects a national trend following high profile reports
into major failings such as at Rotherham.

There is a favourable variance of £(0.205)m in relation to the low
numbers of Trafford children in need of adoptive placements. However,
this is counterbalanced by a projected shortfall in adoption income of
£0.398m. It has now become apparent that in the North West the
number of recruited adopters is exceeding the number of children
awaiting adoption. This resulted from a legal judgement that placed a
greater emphasis on a child returning home or to family members prior to
consideration of adoption. Advice from the DfE indicates that this trend
will not continue and we expect to see an increase in the number of
children in need of adoptive placements in the next financial year.

Robust management action is in place to scrutinise each individual
placement to ensure it is appropriate to meet needs. We are also
exploring collaborative ways of managing the external market as costs
have increased substantially due to the increased demand for places.
We have implemented an ‘Edge of Care Strategy’ that supports children
and young people to remain at home and developing that into a broader
project as part of the CFW transformation programme.

Actions in place to manage Children in Care placements are outlined in
more detail in Appendix 3.

Budget Budget Actual Average Actual Variance | Variance
Service Average Gross Service weekly Gross Service Gross

Service Users weekly cost Budget Users cost Forecast Users Forecast
No. £ (£000's) No. £ (£000's) No. (£000's)

Welfare secure 0.3 5,081 90 0.8 5,558 237 0.5 147
External Children's Homes 5.9 3,048 929 11.9 3,169 1,964 6.1 1,035
Agency foster care 32.9 884 1,513 37.1 860 1,660 4.2 147
In-house foster care 94.7 319 1,570 89.8 322 1,504 -4.9 -66
Family and friend foster care 112.0 218 1,271 107.2 238 1,329 -4.8 58
Asylum seekers 0.0 0 0 0.0 0 0 0.0 0
Special Guardianship 29.0 152 229 30.8 156 249 1.8 20
Assisted Residence Allowances 24.0 107 133 20.9 110 120 -3.1 -13
Aftercare n/a 381 n/a 408 n/a 27
Supported Lodges n/a 325 n/a 321 n/a -4
Youth Homeless n/a 193 n/a 267 n/a 74
Adoption 13.0 923 10.0 718 -3.0 -205
CAN respite 25 1,931 251 2.2 2,028 232 -0.3 -19
CAN long term care 4.4 2,436 553 4.4 2,409 550 0.0 -3
CAN Home from Home n/a 161 n/a 161 n/a 0
gg%g:wrtz%ersonalisation n/a 367 n/a 361 n/a -6
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Total

8,889 10,081

1,192

» Staffing Costs within children’s social care are underspending by
£(0.085)m.

» Additional grant income. There is a new grant - inter agency fees grant
(adoption) which is forecast to result in a favourable variance of
£(0.054)m.

» Income - The has been additional income within CAN from Health for
Continuing Health Care of £(0.076)m.

» Running costs - General running cost expenses variance of £(0.039)m.

(b) Education Early Years favourable variance £(0.199)m
Favourable variance due mainly to staffing underspends and additional
income.

(c) Commissioning running costs favourable variance £(0.052)m
Forecast underspend due to personalisation and supporting people

contracts.

(d) MARAS favourable variance £(0.030)m
Favourable variance due to staffing £(0.030)m.

(e) Youth Offending Service adverse variance £Nil
The expected mid-year reduction in the Youth Justice Board Grant of

£0.051m, has been offset by a forecast underspend in remand placements.

(f) Slippage on Savings re Early Help Delivery Model — Adverse Variance
£0.137m.
Staffing and premises cost adverse variances of £0.137m leading to
shortfall in delivery of savings.

Movement from previous period

The main reasons for the adverse movement in the forecast for CFW Children
of £0.100m are as follows:

» Education Early Years — increase in projected underspend of £(0.067)m.

» Children Social Services — reduction in projected overspend on client
care packages (excluding complex needs) of £(0.034)m, reduction in
adoption income £0.216m, other favourable variances £(0.041)m.

» Children with complex and additional needs — increase in forecast spend
of £0.029m.

» Staffing costs within MARAS £(0.003)m.
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2.3 ADULTS SERVICE

In the Period 4 monitoring report the Executive were advised that there was a
new basis of reporting with forecasts for client costs generated from Liquid
Logic/ContrOCC system. Further work has been undertaken to ensure that the
estimated cost of care packages accurately reflected savings still to be achieved
and this is a complex process for client costs.

A process is also being developed to validate the financial projections of care
costs derived from the new system by using the SAP ledger system as a further
safeguard.

The overall variance for Adults’ Services is £(0.929)m favourable and is
analysed below:

» Long Term client costs - £0.092m adverse. This projection is based on
the current portfolio of long term clients recorded on the Liquid Logic
system plus clients, who have received services in the earlier part of the
year, though are no longer receiving services. The projection allows for
expected Transition costs in year of £1.435m and that costs will be offset
by further savings of £(1.098)m to be made against client costs over the
remainder of the year based on Transformation projections. Further
detail on the variance is included in Appendix 5.

» Short term client costs - £(0.104)m favourable. This is mainly due to
savings from the in-house reablement service.

» Social Support (Carers and Adult Placement) — favourable projection of
£(0.040)m following renegotiation of a contract.

» Assistive Technology and Equipment — adverse variation of £0.051m,
due to increased costs in minor equipment and adaptations. The
possibility of capitalising further assistive technology related costs is
currently under consideration.

» Social Care Activities — Care Management - £(0.376)m favourable. The
favourable variance is due to vacant posts across Care Management
and other teams across the service.

» Information and Early Intervention - £(0.267)m favourable. Forecast
underspend in Extra Care due to a delay in implementation of Old
Trafford scheme to 2017.

» Commissioning and Service Delivery — net £(0.288)m favourable
variance arising from vacancies in the service following the
Commissioning restructure.

» Non-Adult Care — minor adverse variance £0.003m.

Further details on the above variances are included in Appendix 1.
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Movement from previous period

The period 6 variance compared to that last reported is £(0.456)m favourable.
The main reasons for the change are:-

» Long- term client costs — reduction in forecast for long term client costs
of £(0.490)m favourable as a result of client cost and activity changes
and improved savings forecast.

» Short term client costs — adverse movement of £0.265m, as a result of
the additional resources committed to external reablement. This is an
investment in the Stabilise and Make Safe (SAMS) service following the
successful pilot. Whilst the cost of the new service currently shows as a
budget pressure we expect it to be self-funding by reduction demand on
overall client costs. This will be monitored and taken into account in
forecasts in future months.

» Social support — minor adverse movement of £0.003m.

» Assistive Technology — adverse movement of £0.042m due to increase
in forecast spend on minor equipment and adaptations following
assessment of information received from Pennine Care.

» Social Care Activities (Care Management teams) — favourable
movement of £(0.102)m following a review of vacancies across all teams
and updated returns from managers.

» Information & Early Intervention — adverse movement of £0.023m arising
from additional Independent Mental Capacity Act costs and client record
system changes.

» Commissioning and Service Delivery — favourable movement of
£(0.200)m arising from reassessment of staffing vacancies by Director
and expected recruitment profile.

» Non-Adult Social Care - £0.003k adverse.
» DH Funding and un-allocated savings — no change.

Public Health

The Public Health budget is financed by a ring-fenced grant. Under the terms
and conditions of the grant this must be used for defined Public Health
purposes and the current projection is spend will be in line with budget. Any
underspend on the grant, should it arise, would be carried forward to 2016/17
for use on Public Health related services.

An announcement of a proposed in-year budget reduction for Public Health was
made by the Government in June 2015. The reduction of £200m nationally is
being proposed and currently subject to consultation. A range of options are
being proposed, though an across the board reduction of 6.2% would result in a
potential reduction for Public Health in year of £0.773m.
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2.5

If the in-year reduction of £0.773m is confirmed, scope has been identified
within the Public Health budget to manage £0.660m of this on a one-off basis
for the 2015/16 financial year. This leaves a residual amount of £0.113m still
to be found. If the in-year reduction becomes recurrent, a plan to reduce
expenditure by £0.773m will need to be incorporated into the 2016/17 budget
planning cycle.

Funding of £1.642m has been transferred to the Council on 15t October 2015
relating to the national transfer of responsibilities relating to 0-5 year old Health
Visiting and Family Nurse Partnership services. This will increase the gross
funding for Public Health to £12.471m in 2015/16.

Budget Virements in 2015/16

The CFW Budget has changed from £75.805m in Period 5 to £75.889m at
Period 6. This represents an increase of £0.084m which relates to the following
virement.

Adults:
» Transfer of staff from Exchequer Services to CFW Direct Payments team
£0.084m.

Forecasting, Assumptions and Risk
2015/16 Base Budget Savings

The Council’s overall budget for 2015/16 includes £(21.584)m of savings of
which £(15.612)m relates to CFW. The table in Appendix 2 shows the current
assumptions made regarding the delivery of in-year savings targets within the
forecasts set out in this report.

The savings targets for 2015/16 were re-aligned in Period 4 to reflect the
specific targets which project managers are working to. The overall target is in
line with the total agreed in the Medium Term Financial Plan and 2015/16
budget.

The current projection is that against the target of £(15.612)m, savings of
£(16.010)m will be made, which is an increase of £(0.363)m on the previous
forecast at Month 5. The reason for the improvement in the forecast position is
due to increased forecasts in the Reshaping Trafford, LD Care Package
Review and Reablement savings. The full breakdown of the projections for
individual initiatives is included in Appendix 2.

Savings to a value of £(1.098)m which have still to be realised are reflected in
the forecast and comprise savings against the LD Care Package Review /
Reshaping Trafford £(1.068)m and savings from other schemes of £(0.030)m.
Three ordinary residence cases are still awaiting judgement. At this stage the
cost of these clients of £0.223m is included in client cost. If the outcome of
these cases is favourable this will further increase the savings to be realised.

At this stage of the year it is a major achievement to be on track to overachieve
against the target of £(15.612)m and provides a high level of assurance about
the robustness of financial planning and effective delivery of transformation
projects within the Directorate.
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3.2

Good Practice Examples

In relation to the savings programme, there are a number of examples of
management interventions that are having a substantial impact on the financial
position of the Directorate. These include;

3.2.1 Reshaping Social Care; The Directorate is driving down commitments
against care packages in line with the reshaping social care policy change
agreed by the Council. The implementation of reshaping principles is being
applied as each new case is presented and as all cases go through their
reassessment during the year. This has led to an increase in complaints and
appeals, but each case is being considered according to individual needs and
options available to meet that need. The reshaping programme is supporting
the directorate to review the commissioning requirements going forward, as we
drive the promotion of independence and self-care. The work is underpinning
the development of 2016/17 savings options and we are already seeing a
significant impact since the new policy was implemented in April 2015.

3.2.2 Panel Reviews: Cases are being reviewed through the Panel process
and annual reviews in the context of the objectives of Reshaping Trafford. This
is generating savings which are contributing to the savings initiatives relating to
client costs. This area looks likely to over achieve in year. This also forms part
of savings in 2016/17 and over achievements in 2015/16 will support the larger
saving requirements against care budget lines next year.

3.2.3 Ordinary Residence: Savings of £(1.047)m are expected from this
initiative which were reported in detail at Month 3. There are three cases which
are still outstanding which equate to a value of £0.223m. Learning from the
project will be embedded in the Panel Review and Reshaping work undertaken
by the service.

3.2.4 Home to School Transport; A complete reorganisation of the co-
ordination of transport provision for children with special educational needs was
undertaken from September 2014. A single team was created that were able
to clearly map and tender new routes to ensure efficiency of provision and a
substantial reduction in contract values. In addition to the substantial financial
saving achieved through this process the development of a new procurement
approach and service standards has led to improvements in the quality and
safeguarding elements of the service. There was a substantial
overachievement of savings in the last financial year £(0.225)m and against the
revised target of a further £(0.400)m for 2015/16 we are currently projecting
savings in line with this target.

3.2.5 Debt Recovery: The approval of the new Debt Management and
Recovery policy at the end of March 2015 has enabled the Council to take a
robust approach to debt recovery whilst ensuring the Council manages its risks
effectively through the addition of a debt panel chaired by the Joint Director for
Adults before cases proceed to Legal litigation. This new approach has already
resulted in improved collection of historical debt to the authority and has had a
positive impact on engagement of debtors, with a number of payment plans
being arranged for in-year collection as well as payment in full in large debt
cases. The new robust timely debt recovery process also ensures new debt is
identified at the earliest stage and fed back to the Joint Director for Adults for
an overall review of the case. Debt is also now a key factor in funding panel
decisions.
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3.3

3.4

3.5

3.2.6 Direct Payments: Some clients receive payments directly to purchase
their own care packages to meet their needs. Experience shows that at the year
end the annual audit identifies a number of instances where the totality of the
funds provided has not been disbursed and can be reclaimed by the Council.

Care Packages

This is the fourth monitoring report of the financial year and follows two
important changes in relation to the reporting of client care package activity.

The first change is the full adoption of the national changes in reporting of client
costs under the Zero Base Review. This means familiar heading such as Older
People, Learning Disability etc. will not appear in this high-level monitoring
report. Details of the changes were reported at Period 3 and are summarised in
Appendix 4. The original client cost budgets for 2015/16 have been translated
into the new Zero Base Review budgets, albeit the overall quantum of client cost
budget is as originally set.

The second change is that a new basis of financial reporting has been
introduced following the implementation of the Liquid Logic client record system
and the associated financial modules under Controcc. This was one of the
recommendations made in the budget monitoring investigation report. A
considerable amount of effort has been made to bring the system into being and
it is @ major change for budget holders and other staff involved in the budget
monitoring process. There are already benefits arising from the system
although in these early days the main focus is on ensuring the information and
reporting is robust following the data migration process.

The total budget for Long Term and Short Term client costs is £39.7m which
represents 83% of the total CFW Adults budget of £47.6m. The average
number of service users over the first six months is 3,253, though this will
fluctuate on a monthly basis going forward. Details of these are shown in
Appendix 5.

The Liquid Logic/ContrOCC system will give speedier and more flexible
reporting and its potential will be developed over the coming months.

Transition Costs

Transition is the movement of clients from Children’s services into Adults and
the main costs are in respect of the Learning Disability service. The budgetary
provision for transition for 2015/16 is £2.416m. A review of expected transition
was undertaken in Period 5 and the assessment is that Transition costs for
2015/16 will be £(0.950)m underspent in year and resources have been
released to reflect this. The position on remaining transition remains uncertain
and will continue to be monitored monthly and any revision to this assumption
will be reported.

Continuing Health Care (CHC)

Where a client becomes eligible for Continuing Health Care a robust process is
in place to ensure the relevant actions are completed. The Clinical
Commissioning Group (CCG) have notified the Council that they have over 60
historical claims for CHC logged by families. Each claim will need to be
assessed on a case by case basis, therefore it is not possible to estimate the
potential impact, though this will be reported as the outcome of assessments
are confirmed.
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A number of retrospective claims have been made in respect of CHC and the
impact of these have been reflected in the monitoring position, which gives a
one-off financial benefit for the backdated period.

3.6 Homecare packages

The cost of homecare packages, like other care line items, is calculated by
reference to the number of clients in receipt of that service at the time of
producing the monitoring report. However, experience shows that in a number
of cases, the planned package will not be required for the full year and as a
result a reduction in costs of 2% is allowed for.

3.7 Care Act

The first phase of changes under the Care Act was introduced in April 2015. A
Care Act implementation grant was made available to all upper tier authorities
and the Council’s grant was £(1.227)m. A schedule of proposed use of this
funding was agreed by SLT and subsequently CMT and the planned usage of
funding is attached at Appendix 6. The use of funding is being monitored and
the current assumption for Period 6 is that spend will be in line with the Care
Act implementation grant allocation.

Following on from the announcement of the delay in phase 2 implementation
until 2020, there was a possibility that the Government may seek to recover
some of the grant which has been allocated in 2015/16. Recent
announcements have indicated that this is now unlikely to occur.

3.8 Winter Pressures Funding

Two amounts of Winter pressures funding were carried over from 2014/15
equating to £(0.393)m and £(0.187)m for DH and CCG funding respectively.
Detailed plans are in place for the use of this funding and the assumption is that
the funding will be fully utilised in 2015/16.

3.9 Better Care Fund

Under the terms of the Better Care Fund agreement with the CCG, the Council
secured £(2.0)m for the protection of social care services. A national condition
of the funding allocated for the Better Care Fund is that collectively the CCG
and Council should achieve targeted reductions of at least 3.5% in non-elective
admissions. Should these reductions not be achieved, then funding allocated
in respect of performance would not be released by NHS England and the CCG
would be obliged to transfer this to the Acute sector. The amount of BCF
funding in the BCF agreement relating to performance is £(1.319)m and the
Council carries the risk of 30% of funding based on the agreed risk share of
70/30 between the CCG and the Council; this equates to circa £0.400m in
2015/16.

Information on non-elective admissions for quarters 1 and 2 have confirmed
that planned reductions have not been met, which if this continues for the
remainder of the year, means that there is a risk to BCF funding of £0.400m.
This potential shortfall has been set aside as an earmarked reserve, therefore
the full £2.0m transfer of funding to the Council is reflected in the forecast.
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5.2

6.2

Learning Disabilities (LD) Pooled Fund

The LD Pooled fund deficit was cleared at the end of 2014/15. The fund is
therefore in balance at the start of the year and spend is expected to be in line
with respective contributions from the Council and the CCG.

Reserves

At the beginning of April 2015 the Children, Families and Wellbeing Directorate
has accumulated balances of £(1.729)m carried forward from previous financial
years.

The carry-forward balances and expected end of the year position is as follows:

DSG CFw

(£000’s) | (£000’s)

Balance b/f 1 April 2015 (1,326) (403)
Reserves used to balance budget 163

Troubled Families Grant (468)

Troubled Families Commitments 15/16 468

Specific commitments in 15/16 197

P6 Forecast Outturn 15/16 743 263

(420) 57

The DCLG provided a grant for Troubled Families in 2014/15, which was not
ring-fenced or spent. However, there are commitments made to partners for
2015/16.

There are also specific commitments originally made in 2014/15 that will now
be spent in this financial year. These were reported in the 2014/15 period 12
monitoring report.

Management Action

Business Delivery Programme Board

Following the investigation into budget monitoring arrangements, the Business
Delivery Programme Board refreshed the way it works. These arrangements
will continue in 2015/16, subject to the merging of the Business Delivery Core
group into a single All Age Board for Children and Adults.

Due to the scope and complexity of the budgets the separate reporting of
Adults and Children’s budget position will continue through respective Finance
sub-groups of the Business Delivery Programme Boards.

Financial Awareness Training

In order to strengthen financial management, a comprehensive programme of
training has been delivered to service managers. All budgets have undergone a
RAG assessment approach to determine the level of risk, complexity and
volatility. The results determined the level of support each budget and budget
holder would receive from the Finance Team.
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New budget monitoring templates were issued to create a more streamlined
and consistent approach across each service area. The input from the budget
holders means that the information and projections for each service are up-to-
date and there will be greater control of the budget throughout the year.

Period 6 is the fourth time that monitoring of some budgets is reliant on
forecasts made entirely by budget holders. The ability of budget holders to
carry out these forecasts has been mixed, as would be expected when
introducing such a fundamental change. Drop in sessions have been held by
Finance teams for Period 6 monitoring to offer assistance to budget holders
where required, though these will now cease. Support with the completion of
templates will be provided by exception, should this be requested. Where
budget holders have had difficulty in forecasting, the Finance team has made
assumptions for this monitoring report.
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Period 6 Projected Outturn revenue expenditure and income variances

Appendix 1

The following tables detail the main variances from the revenue budget to the forecasted outturn, and the movements since the last monitoring
report, in both Management Accounts (“Budget Book”) format and by cause or area of impact of the variance.

Budget Book Format Full Year P6 P6 P5
(Objective analysis) Revised Forecast Outturn Outturn Period
Budget Outturn variance variance Movement | Ref
(£000’s) (£000’s) (£000’s) (£000’s) (£000’s)

Children’s Services Portfolio — DSG Element
Dedicated Schools Grant 0 743 743 700 43 [ CFW1
Transfer to Dedicated Schools Grant Reserve 0 (743) (743) (700) (43) | CFW1

_Sub-total - DSG 0 0 0 0 0

&

(IChildren’s Services Portfolio — Non DSG Element

FEducation Early Years’ Service 4,915 4,716 (199) (132) (67) | CFW3
Children’s Social Services 17,230 18,709 1,479 1,338 141 | CFW2
Children with Complex & Additional Needs 1,329 1,186 (143) (172) 29 | CFW2
Commissioning 1,784 1,732 (52) (52) 0 CFW3
Multi Agency Referral & Assessment Service (MARAS) 1,600 1,570 (30) (27) (3) | CFW3
Youth Offending Service 271 271 0 0 0| CFW3
Early Help Delivery Model 1,132 1,269 137 137 0| CFW3

CFW3

Sub-total - Non DSG 28,261 29,453 1,192 1,092 100
CFW Children’s Total 28,261 29,453 1,192 1,092 100
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Full Year P6 P6 P5
Revised Forecast Outturn Outturn Period
Budget Book Format Budget Outturn variance variance | Movement | Ref
(Objective analysis) (£000’s) (£000’s) (£000’s) (£000’s) (£000’s)
Adult Social Services Portfolio
Long Term Support — client costs 39,112 39,204 92 582 (490) | CFW4
Short Term Support — client costs 557 453 (104) (369) 265 | CFW5
Social Support — Adult Placement / Carers 930 890 (40) (43) 3 | CFW6
Commissioned services
Assistive Equipment & Technology 1,473 1,524 51 9 42 | CFW7
Social Care Activities — Care Management 11,805 11,429 (376) (274) (102) | CFW8
Information and Early Intervention — Preventative 934 667 (267) (290) 23 | CFW9
Services
Commissioning and Service Delivery 767 479 (288) (88) (200) | CFW10
on-Adult Social Care — Supporting People 0 3 3 0 3
«@H Funding and un-allocated savings (Note 1) (7,083) (7,083) 0 0 0 | CFW11
_gFW Adults Total 48,495 47,566 (929) (473) (456)
([@))
Community Health & Wellbeing Portfolio
Public Health (867) (867) 0 0 0| CFW12
CFW Public Health Total (867) (867) 0 0 0
CFW Total 75,889 76,152 263 619 (356)

Note 1 — Budget previously included in Social Care Activities.
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P6 P5
Outturn | Outturn Period

Business Reason / Area Variance | Variance | Movement
(Subjective analysis) (£000°’s) | (£000’s) (£000’s) Ref
Children’s
Management of staff vacancies (160) (74) (86) | CFW2, CFW3
Transport Costs 28 0 28 | CFW3
Client Need 1,192 1,225 (33) | CFW2
YOS Remand Placements (70) (70) 0| CFW2
Income 319 93 226 | CFW2
Other running costs (117) (82) (35) | CFW2, CFW3
Total Children’s 1,192 1,092 100
Adults
Management of staff vacancies (664) (362) (302) | CFW8
Client Need (12) 213 (225) | CFW4, CFW5
2015/16 Savings not achieved 25 26 (1) | CFWe
Other running costs (278) (350) 72 | CFW7,9,10,

CFW11
Total Adults (929) (473) (456)
Public Health 0 0 0
Total CFW 263 619 (356)
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Appendix 1

NOTES ON VARIANCES AND PERIOD MOVEMENTS

CHILDREN’S SERVICES

CFW1 — DSG Reserve b/fwd.

e The brought forward DSG reserve balance is £(1.326)m. There are significant
pressures within DSG which mean that there is an anticipated overspend of
£0.743m and £0.163m was required from reserves to balance the budget, leaving a
forecast reserve at the year-end of only £(0.420)m. The greatest pressure on the
DSG is increasing numbers in SEN and the High Needs Block of the DSG being
frozen. In previous years there has been an underspend on primary de-delegated
budgets. However, Primary School budgets are under significant pressure and a
central budget for Schools in financial difficulty (£0.400m) has been spent in 15/16.

CFW2 — Children’s Social Services (Including CAN) £1.336m adverse variance

There is a projected overspend of £1.192m, on client care packages as
analysed in the table under paragraph 2.2. The main variances are in respect of
welfare secure places, external children’s homes, agency foster care and
adoption places. The increases in cost are due to a combination of
demographic growth and the complexity of need of children in care with more
children requiring high cost specialist placements. £1.035m of the projected
variance relates to external children’s homes even though this is as a result of
only 6.1 additional placements over the year, indicating the volatility of this
particular budget. There is an adverse variance of £0.147m for welfare secure
places which relates to 0.5 additional places. There is also an adverse variance
of £0.147m on agency foster placements which equates to 4.2 placements; this
reflects a national trend following high profile reports into major failings such as
at Rotherham. There is a favourable variance of £(0.205)m in relation to the low
numbers of Trafford children in need of adoptive placements. This significant
reduction has had an impact on numbers of children placed for adoption

There is a projected shortfall in adoption income of £0.398m, although this
partially offset by the reduction in adoption costs referenced above. It has
become apparent that in the North West the number of recruited adopters is
exceeding the number of children awaiting adoption. This resulted from a legal
judgement that placed a greater emphasis on a child returning home or to family
members prior to consideration of adoption. We are currently developing an
expression of interest with neighbouring LA’s to for a Regional Adoption Agency
in line with national policy.

Staffing costs underspend on Children social care £(0.085)m.

There is additional income for CAN placements of £(0.076)m as a result of
Continuing Health Care assessments that have identified eligible expenditure for
children with complex health needs,

General running costs favourable variance £(0.039)m.

Other variances - adoption grant £(0.054)m.
24
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CFW3 — Various
Education Early Years

e Favourable variance due mainly to staffing underspends £(0.199)m.

Commissioning running costs

e Forecast underspend on personalisation and supporting people contracts
£(0.052)m.

MARAS

e Favourable variance due to staffing £(0.030)m
Early Help Delivery Model

e Forecast shortfall in delivery of savings due to residual premises and staffing costs
£0.137m.

ADULT SOCIAL SERVICES

CFW4 — Long term client costs - £0.092m adverse

e There is a projected gross pressure of client costs of £0.092m compared to
budget. An adjustment has been made of £1.098m for savings which are
expected to be made against client costs for the remainder of the year based
on Transformation projections. The forecast is based on those clients who
have received packages of care in the year to date which may have closed and
those currently open within the Liquid Logic system projected for the remainder
of the year. Further details on client costs are included in Appendix 5.

CFWS5 — Short term client costs - £(0.104)m favourable

e Variance mainly arising from the additional saving on in-house Reablement
costs , though part offset by additional external reablement costs.

CFW6 — Social Support — Adult Placement / Carers £(0.040)m favourable

e Renegotiation of contracts £(0.067)m.

e Adult Placement saving not achieved £0.027m. Saving reflected in CFWS8.

CFW?7 — Assistive Equipment & Technology £0.051m adverse

e Telecare and minor adaptations £(0.036).

e Minor equipment and One Stop Resource Centre £0.086m.
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CFWS8 — Social Care Activities — Care Management teams £(0.376)m favourable

Vacant posts and other staffing related savings across the following teams:

o Pathways and Network £(0.155)m;
o Ascot House £(0.113)m;
o Community MH Organic team £(0.058)m;
o Community Mental Health team £(0.013)m;
o Community Social Work team South £(0.039)m;
o Principal Social Worker and Head of Independence posts —funded through
vacancies; £0.072m
o CLDT team £(0.081)m
o Other variances £0.009m

CFW9 — Information and Early Intervention £(0.267)m favourable

o Extra Care Housing — underspend as Old Trafford scheme will not be operational
until 2017 £(0.279)m;
o Other variances £0.012m.

CFW10 — Commissioning & Service Delivery £(0.288)m

o Commissioning Restructure — saving arising from restructure and vacancies in the
service £(0.286)m;
o Other variances £(0.002)m.

CFW11 — Non-Adult Social Care £0.003m

° Minor adverse variance.

CFW12 — Public Health £Nil

o Overall spend is projected to be in line with Public Health grant.

DH Funding and un-allocated savings £Nil

o Winter pressures funding in balance.
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Appendix 2

2015/16 Forecast
CFW Rebased Savings 2015/16 Revised Saving Variance
Reduction

(£000’s) | (£000’s) | (£000’s)
Children with Complex Needs — use of CS (200) (208) (8)
personalisation
Children in Care — expansion of in-house CS (50) 0 50
Children’s home
Home to School Transport CS (400) (400) -
Market Management CS (200) (200) -
Music Service CS (30) (30) -
Educational Psychology CS (100) (100) -
Governor Services CS (5) (5) -
Commissioning — reduction in multi-agency CS (126) (126) -
contracts
Education Early Years — Early Help CS (3,079) (2,942) 137
Education Early Years — Re-organisation CS (377) (377) -
Youth Offending Service CS (130) (130) -
Sub-total Children Services (4,697) (4,518) 179
Older People — Reablement AS (700) (905) (205)
LD - Re-negotiation of Contracts AS (13) (13) -
LD — Supported Living AS (203) (203) -
LD — Acceleration of Re-tendering AS (942) (942) -
PD — Telecare AS (116) (116) -
LD - Void Management AS (32) (51) (19)
Continuing Health Care AS (389) (389) -
Better Care Fund AS (2,000) (2,000) -
Voluntary and Community Sector AS (59) (59) -
LD — Ordinary Residence AS (1,082) (1,047) 35
LD — Care Package Review AS (411)
Reshaping Trafford AS (838) (1,637) (388)
LD — Development Fund AS (45) (45) -
LD — Review of Building Based Support AS (72) (72) -
Mental Health — review of packages AS - - -
Floating Support Service AS (230) (230) -
Market Management AS (915) (915) -
Integrated Health & Social Care AS (500) (500) -
Commissioning — all age structure AS (830) (830) -
Commissioning — review of non-mandatory AS (1,538) (1,538) -
services
Sub-total Adult Social Care (10,915) | (11,492) (577)
Total (15,612) | (16,010) (398)
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Appendix 3
Children in Care — Management Actions

1.0 Context: There were 327 children who were in the care of Trafford on the 16t Oct
2015 of which only 16 children were placed in external residential children’s homes and 36
children were placed with foster carers from independent fostering agencies. The weekly
unit cost of a placement in an external residential children’s home is £3,160 and the
weekly unit cost of a placement with a carer from an independent fostering agency is
£858.

1.1 Demographic Pressures: The number of children in care has continued to
steadily increase from 295 in April 2013 to 327 on the 16" Oct 2015. The increase in the
numbers of children in care in part reflects an increase in the Trafford children population
but is also associated with young people being encouraged to remain in the care of their
foster carers until they are older and have reached an age when they are better equipped
to manage the transition to independent living. In addition the complexity of need of young
people in the care system has increased reflected in the growing number of high cost
external placements.

1.2 Children Who Enter Care: For some time there has been a robust gateway to
agree admissions into care which has been overseen by senior social care managers. All
children who enter care do so as an outcome of a needs led assessment which is
completed by a social worker from area family support team. Wherever possible, children
are placed with extended family members who are assessed and approved to become
family and friends carers. Trafford have proactively encouraged the development of a
strong, integrated and supported network of family and friends carers and currently 32% of
the Trafford children in care population are placed with family and friends carers. This
approach was much praised by OFSTED.

The high percentage of children in family and friends placements also had a positive
impact on reducing Trafford’s dependency on placements with high cost independent
fostering agency placements.

The major pressure within the budget is created by increased demand on high cost
external placements. This is an exceptionally challenging market as the increasing
numbers of young people requiring places nationally has significantly outstripped available
capacity. We are now developing a new approach to external placements for children in
care by involving Commissioning in the process of identifying placements that meet the
needs of the children at the most competitive price. This action is designed to ensure we
are able to maximise value for money using a clear commissioning approach developed to
liaise directly with providers. Collaborative work with other LA’s is also in place to try to
expand our influence over providers. We are also looking at models of charging for
children in care being tested in other authorities to see if this model could be implemented
here.

1.3 Edge of Care Strategy/Keeping Families Together: Trafford has a robust range

of services to support children who are identified as being at risk of being admitted into

care. These services are integral components of Trafford’s Edge of Care strategy. The
28
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narrative below describes the services that are in place to support children who are at risk
of entering the care system:

1.3.1

1.3.2

1.3.3

1.3.4

1.3.5

1.4

1.4.1

Multi-systemic Therapy (MST) - this is an intensive family and community based
treatment programme for young adolescents between the ages of 11 and 17 whose
antisocial behaviours are placing them at risk of family breakdown. MST is a time-
limited (three to five months), intensive and therapeutic programme that provides
services in the family's home or at other locations such as the young person’s
school. It is an evidence-based specialist intervention for children who are at high
risk of entering care.

Outreach Service provides dedicated and targeted support to children on the, “edge
of care” who are aged 4yrs to 17yrs. The team provide bespoke and tailored
packages of support to children who are at risk of entry into care. The service
delivers flexible and intensive programmes of support to children inclusive of
weekend and out of hours support and the service is open 365 days of the year.

Stronger Families which is grant funded by the Department for Communities and
Local Government (DCLG). The programme applies a nationally defined, whole
family model of service delivery, to families who present with prescribed categories
of presenting problems. The Trafford model provides a different approach to
working with those families where results have not previously been achieved
through business as usual models of support.

The Me2 is an evidence based programme for young people aged 11yrs to 17yrs
providing a raft of support from a range of professionals. Young people who enter
the programme progress through a points and levels process until they achieve
graduation. It is a time limited programme which lasts approximately nine months
and young people who graduate from the programme either return home or move
onto long term placements. It is particularly positive in preventing escalation for
complex young people into external placements.

We are currently developing a Transformation Project currently called Keeping
Families Together that will pull together and re-frame the above named services
into a single Service that will be reconfigured to explicitly reduce the number of
young people coming into care and supporting young people to leave care and
return home at the earliest opportunity. The project will concentrate on supporting
families in their own homes to keep their child at home. The new model will have
explicit targets to reduce the number of new in-takes into the care system and
reduce our overall cohort of young people ibn care, and especially young people
who are placed in OOB External Children’s Homes at a significantly high cost.

Market Management

The costs and quality of external placements is controlled by the use of two

frameworks of providers:

e The Greater Manchester Residential Framework of Providers has been
developed by commissions across the region to deliver residential placements
which are underpinned by a framework of costs and quality standards. The
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average unit cost of an external residential placement is currently £3,160 (this is
lower than the average unit that was seen in 2014/15 which was £3,403).

e The Northwest Fostering Contract is a framework of independent fostering
providers who deliver foster placements which like the residential framework
are underpinned by a framework of costs and quality standards. In 2015/16,
there has been an increase in the number of children with very complex needs
and this has contributed to an increase in the weekly unit costs of external
placement which have risen from £848 in 2014/15 to the current figure of £858.

1.4.2 Inresponse to the increase in the numbers of children in care and Trafford’s
increased dependency on external high cost providers Trafford have implemented
the following strategic initiative:

e Trafford will continue to rollout an on-going and successful fostering marketing
and recruitment strategy. This Strategy will be targeted at the recruitment of
carers for older children who are at higher risk of being placed with external
providers. The strategy has to date been a successful one and in 2014-15,
Trafford recruited 8 foster placements for teenage children and in 2015-16 we
are on target to recruit 14 foster placements for teenage children. We are also
part of a regional approach to recruiting foster carers.

1.5 Trafford Placement Panel: All requests to place children in either external
residential or fostering placements are initially considered by Trafford’s Placements Panel
which meets each Monday morning. This panel is chaired by a Head of Service and
includes a range of key officers. The panel considers all requests for external placements
and:

e Assesses the suitability of the request;

e Considers whether any in-house placements can be identified which might meet the
needs of the child.

The panel works proactively and innovatively to try to identify any in-house placement
which might offer an alternative placement to a high cost external placement. Where the
panel identify that there are no in-house placements available, the panel make a
recommendation for the approval of an external agency to the Director for approval.
The placement panel is also used to:

e Track previously agreed timescales for the return of children who are placed in
external provision to internal provision;

e Track budget projections so as to ensure that financial monitoring reports are
accurate;

¢ Develop innovative alternative packages of care which offer a direct alternative to
the use of external placement;

e Ensure that when an external placement is required that it is both time limited, cost
effective, high quality and suitably matches the needs of the child;

e Ensures that any joint funding arrangements are explored inclusive of those
placements which meet the threshold for funding contributions from health partners.
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Appendix 4

Zero Base Review — Budget Changes
Summary of main changes

In 2014 the Government introduced changes to the basis of reporting Adult Social Care to
more appropriately reflect the move to more personalised and preventative services in
social care.

Under the changes a new hierarchy of reporting was introduced based on the following
structure:

FRO01 - Long Term Support

Age 18-64 years
Age 65-74 years
Age 75-84 years
Age 85+

FR002 — Short Term Support

Age 18-64 years
Age 65-74 years
Age 75-84 years
Age 85+

FRO003 — Social Support

FRO004 — Assistive Equipment and Technology
FRO005 — Social Care Activities

FRO06 — Information and Early Intervention
FR007 — Commissioning & Service Delivery

With each range services are further split according to Primary Support Reasons (PSR)
which are: Physical, Sensory, Memory & Cognition, Learning Disability, and Mental
Health.

These replace the former client categories of Older People, Learning Disability, Physical
Disability and Mental Health.

Reporting on the new basis is mandatory for financial and performance reporting from
April 2015 and 2015/16 budgets have been reviewed to re-allocate them according to the
new ZBR reporting requirements.

This basis of reporting will be used for all future national financial and performance
statutory reporting. Further details of budget virements are available if required.
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Long Term Client Costs Forecast : Month 6

Appendix 5

Forecast Cost of Care (P6)

Service Budgeted Service | Average | Average | Forecast Variance

Annual users Service Weekly Annual

Cost P6 Users Cost Cost

(£000'S) No. No. £ (£000'S) (£000°S)
Learning Disability
Community Services 9,809,135 207 216 860 9,662,177 (146,958)
Direct Payments 3,921,666 258 252 324 4,242,887 321,221
Residential/Nursing 5,818,861 57 57 1,455 4,312,952 (1,505,909)
Sub-total 19,549,662 522 525 667 | 18,218,016 (1,331,646)
Mental Health Support
Community Services 1,208,734 643 679 36 1,254,613 45,879
Direct Payments 572,227 57 55 205 584,998 12,771
Residential/Nursing 3,593,646 177 185 375 3,610,864 17,218
Sub-total 5,374,607 877 919 114 5,450,475 75,868
Physical Support
Community Services 3,518,640 910 910 89 4,209,852 534,212
Direct Payments 2,853,506 271 269 209 2,920,471 66,965
Residential/Nursing 6,482,446 393 398 327 6,774,979 449,533
Sub-total 12,854,592 1,574 1,577 170 | 13,905,302 1,050,710
Sensory Support
Community Services 187,943 75 71 70 257,902 69,959
Direct Payments 167,853 25 25 166 216,081 48,228
Residential/Nursing 469,710 27 30 325 507,110 37,400
Sub-total 825,506 127 126 150 981,093 155,587
Social Support
Community Services 153,596 38 67 31 107,079 (46,517)
Direct Payments 114,445 21 16 221 183,780 69,335
Residential/Nursing 175,521 7 7 376 136,949 (38,572)
Sub-total 443,562 66 90 91 427,808 (15,754)
Support with Memory and
Cognition
Community Services 6 7 84 30,742 37,671
Direct Payments 64,254 0 0 0 0 0
Residential/Nursing 8 9 408 191,092 119,909
Sub-total 64,254 14 16 267 221,834 157,580
Total 39,112,183 3,180 3,253 232 | 39,204,528 92,345

32

Page 96




Care Act Implementation grant

Proposed use of funding 2015/16

Appendix 6

Forecast Cost

Type of cost

Area of Spend 2015/16

Self-funders additional assessments and £290,710 | Staffing

reviews in 2015/16 — 4 x social worker and 4 x

social work assessors

Financial Assessments — Exchequer Services £21,375 | Staffing

support officer

Carer costs — includes assumed £200k £361,183 | Commissioned

contribution to Carers Centre service, carer
payments.

Information and advice £48,448 | TBC

Prevention

Independent financial advice

Access to advocacy £50,500 | Commissioned
services and
service user
support

Safeguarding Boards £30,000

Market oversight regime — quality £44,348 | Staffing

management — Market Relationship Officer

National eligibility — continuity of care between £70,000 | Package costs

areas contingency

National eligibility — transition

Eligibility Threshold — Recurring costs

Legal Reform — Transition costs £50,000 | Contingency

Implementation of legal reform

Training and development — Training Officer £31,293 | Staffing

Communications £10,000 | Publicity
materials

ICT — ICT Project Manager (P/T) £29,760 | Staffing

ICT — system support costs £57,240

Project Management £125,000 | Staffing

Contingency £7,143 | Contingency

Total £1,227,000
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ANNEX 2

TRAFFORD MBC

Report to: Economic Growth, Environment and Infrastructure

Directorate Management Team

Date: 22 October 2015
Report for: Discussion
Report author: Finance Manager
Report Title

Revenue Budget Monitoring 2015/16 — Period 6 (April 2015 to September 2015)

1.
1.1

1.2

1.3

1.4

1.5

1.6

1.7

Forecast Outturn for the Year

The approved revenue budget for the year is £32.257m. The forecast outturn is
£31.965m, which is £(0.292)m under the approved budget. This is a minor
favourable movement of £(0.002m) since last reported.

The key movements within this variance relate to updated forecasts of staff
vacancies across the Directorate £(0.033)m, additional income projected for
parking £(0.052)m and investment properties £(0.010)m, offset by increased
running costs £0.045m, reduced income forecasts for planning £0.029m and
Bereavement Services £0.024m. Other movements are a net £(0.005)m.

The approved budget for 2015/16 includes savings of £(2.814)m and all are
projected to be delivered in full (paragraph 4). Savings include £(2.250)m from
the One Trafford partnership with Amey LG for Environmental, Highways,
Street Lighting, Technical and Property Services.

The One Trafford partnership contract commenced on 4th July 2015 for 15
years, and will be monitored through the payment and performance mechanism
agreed with Amey as part of the procurement process. The budget monitoring
reported for services in-scope will reflect actual and forecast economic activity
both before and after the contract start date.

For traded services (catering and cleaning) there is a forecast net traded
surplus of £(0.177)m at the end of March 2016. This is £(0.045)m higher than
last reported based on latest trading figures. The service manages its costs
and income over school terms and academic years rather than financial years
and any surplus at the end of March is expected to be required to continue
investment in the service and in particular improve readiness for the new
academic year in September 2016.

The Directorate has brought forward balances of £(1.738)m from previous
years (paragraph 3). This will be utilised for one-off budget pressures in
2015/16 and also to support initiatives to protect services and deliver future
efficiencies and income generation. The balance after known commitments and
the forecast outturn is £(0.319)m.

This is the fourth monitoring report of the financial year and, hence, the
information available to produce the forecast outturn will be refined and subject
to change as the year progresses. The main assumptions included in the
financial forecasts are listed in paragraph 5.
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2.2

2.3

2.4

2.5

3.2

Summary of Variances

The overall favourable variance of £(0.292)m reflects a number of individual
under and overspends across the diverse areas of the Directorate, as detailed
in Appendix 1 and summarised below.

A favourable one-off income variance is projected from Oakfield Road car park
£(0.120)m. Income from other fees and charges is higher than budgeted for the
GM Road Access Permit Scheme £(0.010)m, airport rent £(0.021)m and
planning fees £(0.156)m. There are income shortfalls forecast relating to
building control £0.065m, parking enforcement (one-off) and other fees
£0.024m, bulky and commercial waste £0.010m, public protection (licencing &
pest control) £0.024m. In addition, fee income from capital schemes is
£0.132m lower than budgeted for the period before the One Trafford contract
strat date. Total income is forecast to be £(0.026)m above budget. This is a
favourable movement of £(0.014)m and includes additional income for parking
£(0.052)m and investment properties £(0.010)m, and reduced income from
planning £0.029m and Bereavement Services £0.024m. Other minor income
movements are net favourable £(0.005)m.

There are a number of favourable variances relating to staffing budgets as a
result of turnover or vacancy management £(0.133)m. This is a favourable
movement of £(0.033)m from last report across a number of service areas.

Other running cost are projected to be £(0.133)m underspent, which is an
adverse movement of £0.045m from last reported across a number of services.

Management action will continue over the financial year end period and into
2016/17 to ensure that essential services are delivered within budget and to
seek out opportunities for future financial benefits. This includes:

e Only necessary spending on supplies and services to be approved;

e Systematic monitoring and evaluation of existing and potential new income
streams;

e Analysis of rechargeable work for both revenue and capital schemes;

¢ Additional improvements to efficiency through service redesign and better
procurement;

e Potential to accelerate future savings proposals.
Reserves

At the end of 2014/15 the Directorate had a surplus on accumulated balances
of £(1.738)m, which was carried forward to 2015/16. This was a result of the
successful management of budget pressures and additional income generation
in the last three years.

The remaining balance on the EGEI Directorate Reserve after the forecast
outturn for 2015/16, future known commitments and re-phasing of projects is
£(0.319)m (table below). The EGEI Reserve will be utilised on initiatives to
generate future savings and income generation to support service provision
within the on-going revenue budget constraints. In addition, the opportunity
has been taken to accelerate the resolution of some one-off issues (e.g. stock
write offs) prior to the commencement of One Trafford partnership. The reserve
may also be required for other one-off budget pressures arising during the year.
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4.
4.1

Utilisation of Carry forward Reserve 2015/16 (£000’s)
EGEI Surplus balance brought forward at 1 April 2015 (1,738)
Commitments 1,711

Period 6 forecast outturn (favourable) (292)
Balance after known commitments (319)

Savings

The approved Directorate budget includes 2015/16 savings of £(2.814)m, and

all are projected to be achieved in full over the financial year, as follows :

Budget Forecast Variance

(£000’s) (£000’s) (£000’s)
Efficiencies and others (2,336) (2,336) 0
Increased and new income (324) (324) 0
Policy Choice (154) (154) 0
Total EGEI (2,814) (2,814) 0

Forecasting and Risk

There are key assumptions and/or areas of risk in producing the forecast
outturn. These are listed below but will generally reduce as the financial year
progresses as data becomes confirmed.

e One Trafford partnership — the budget monitoring for services in-scope
reflects economic activity both before and after the contract start date of 4t
July 2015. A number of activities and works cross cut the contract start date
(e.g. works in progress), plus a number of temporary arrangements are in
place to ensure business continuity during the cut over period (e.g.
continued collection of income on behalf of Amey). All related financial
transactions will be allocated and recharged between the Council and Amey
over the relevant periods. It is also likely there will be residual pre-contract
related transactions throughout the financial year.

e The One Trafford contract is monitored using the payment and performance
mechanism agreed as part of the procurement process. This is designed to
incentivise performance to the standards agreed and the Council has the
ability to deduct fees in cases of non-performance. This forms part of the
monthly billing and review process.

e The wholesale price of energy which the Council procures influences only
around 50% of the Council’s energy bill. The remainder is influenced by
transmission and distribution costs — for example Distribution Use of System
Charges are passed on to the Council by the Distribution Network Operator,
and are unavoidable. There is hence a risk of future energy cost increases
which are not bound by the Council’s contracted prices.

¢ Fee income from capital works varies depending on the progress of
delivering the approved capital programme during the year. The full year
budget assumption from fees is £(2.000)m and this risk has effectively been
transferred to Amey from July 2015 for services in-scope of the One Trafford
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partnership (e.g. Highways and Property). The contract is structured in a
way which incentivises Amey to progress in delivering the programme on
time. However, the charging of capital fee income will still need to be
monitored against the profile for both the pre and post contract budgets as
capital works progress.

¢ Demand led fees and charges income, such as from Parking, Licencing,
Planning and Building Control, will vary based on economic conditions and
customer behaviour. All fees and charges are monitored weekly or monthly,
with trends and previous profiles used to inform forecasts. For services in-
scope of the One Trafford partnership, fee income is guaranteed in the
contract price. The Council will also share in any additional income
generated by Amey under the contract. Adjustments and recharges will
need to be actioned in the Council’s accounts for any income collected on
behalf of Amey during the transition period.

¢ Investment property income — this varies depending on economic factors,
and includes income from shopping centres (e.g. Stretford Mall) where
lettings and rents are the responsibility of the owners of the properties. This
can include backdated rent income notified by managing agents later in the
year. Property is managed by Amey under the One Trafford partnership
although the Council is still billing and recovering these rents under the
continuing contract transition arrangements.

o Weather related incidents impact on costs and income, particularly during
the winter months. This includes increased winter maintenance costs
(gritting etc.), pot hole damage to highways, tree and other infrastructure
damage. These services are largely in-scope of the One Trafford
partnership and this risk has been transferred to Amey under the contract as
the service fee payable is fixed for the year in advance. The Directorate has
£0.120m in a Winter Maintenance reserve to smooth any pressures across
financial years, if required.

e GM Waste Disposal Authority levy — each month the WDA notifies GM
Councils of variances in the actual tonnages of waste delivered compared to
that assumed when setting the levy at the start of the year. This results in
an additional cost or rebate per Council. Actual tonnages can be affected
by weather and also customer behaviour, for example levels of recycling.
The latest notification from the WDA indicates disposal costs are estimated
at £0.010m above budget which is reported in the Directorate forecast
outturn.

6. Recommendations

6.1 It is recommended that the forecast outturn be noted.
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Period 6 Forecast Outturn revenue expenditure and income variances.
The following tables detail the main variances from the revenue budget to the forecast outturn, and the movements since the last monitoring

report, in both Management Accounts (“Budget Book”) format and by cause or area of impact of the variance.

Appendix 1

(e

Economic Growth, Environment & Infrastructure Full Year P6 Forecast | P6 Forecast | P5 Forecast Period

Budget Book Format Budget Outturn Variance Variance | Movement

(Objective analysis) (£000’s) (£000’s) (£000’s) (£000’s) (£000’s) Ref

Highway and Network Management, includin

Trgfﬁc 8¥Transportation ) ) 3,391 3,351 (40) (59) 15| EGEN

Groundforce 4,201 4,267 66 66 0 EGEI2

Sustainability & Greenspace 336 283 (53) (52) (1)

Bereavement Services (1,128) (1,111) 17 4 13

Waste Management (incl. WDA levy) 19,561 19,568 7 (3) 10| EGEI3

Public Protection & Enforcement 760 820 60 44 16

2 Parking Services (538) (710) (172) (115) (57)| EGEI4

HSchool Crossing Patrols 403 399 4) (4) 0
Rpotrategic Support Services 509 459 (50) (50) 0| EGEI5

Sub-total Environment & Operations Portfolio 27,495 27,326 (169) (165) (4)

Property and Development 2,665 2,668 3 23 (20)| EGEI6

Economic Growth 730 660 (70) (70) 0 EGEI7

Housing Strategy 571 518 (53) (54) 1 EGEI8

Strategic Planning & Development 538 517 (21) (21) 0

Planning & Building Control (157) (139) 18 (3) 21 EGEI9

Directorate Strategic Management 416 416 0 0 0

Sub-total Economic Growth & Planning Portfolio 4,763 4,640 (123) (125) 2

Opera_tional Services for Education (Catering & (1) (1) 0 0 0

Cleaning Traded Service)

Total Forecast Outturn Period 6 32,257 31,965 (292) (290) (2)
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Economic Growth, Environment &
Infrastructure
Business Reason / Area

(Subjective analysis)

P6
Outturn

Variance
(£000’s)

P5
Outturn

Variance
(£000’s)

Period
Movement
(£000’s)

Ref

Highways and Network Management incl.
Traffic & Transportation

Income shortfall, including moving traffic
offences

GMRAPs income above budget

(10)

(10)

Capital fee income shortfall

75

75

Staff vacancies

(12)

(12)

Running costs

(25)

(40)

Energy — Street Lighting

(60)

(60)

o|lo|Oo|Oo|Oo| O

Depot & Business Support

Supplies & Services

(14)

(14)

o

Sub-total

(40)

(59)

EGEI1

Groundforce

Staffing and Transport costs

55

55

Other running costs — contractors, plant hire,
fuel

11

11

Sub-total

66

66

EGEI2

Sustainability & Greenspace

Vacancy, supplies & services

(42)

(41)

(1)

Income above budget

(11)

(11)

Sub-total

(53)

(52)

(1)

Bereavement Services

Staffing and running costs

(14)

(11)

Income shortfall

31

24

Sub-total

17

13

Waste Management and Disposal

Staffing and running costs

(13)

(13)

Income shortfall — bulky and commercial waste

10

10

GM Waste disposal levy

10

10

Sub-total

(€)

10

EGEI3
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Economic Growth, Environment & P6 P5

Infrastructure Outturn Outturn Period

Business Reason / Area Variance Variance | Movement
(Subjective analysis) (£000’s) (£000’s) (£000’s) Ref
Public Protection & Enforcement

Staffing costs 34 26 8
Running costs 2 (14) 16

Income shortfalls including licensing 24 32 (8)
Sub-total 60 44 16

Parking Services

Staffing & running costs (76) (71) (5)
Oakfield Road car park remaining open (120) (120) 0

Income shortfall — other locations and fines 24 76 (52)
Sub-total (172) (115) (57) | EGEI4
School Crossing Patrols - vacancies (4) (4) 0
Director & Business Support

Staffing and Running costs (50) (50) 0| EGEI5
Sub-total Environment & Operations

Portfolio i Al k), (4)
Property and Development

Investment Property Rental Income:

- Urmston Town Centre — one-off surplus (11) (11) 0

- Airport — surplus (21) (21) 0

- Other properties - surplus 5 15 (10)
Community buildings — income/running costs 29 29 0

Admin Buildings running costs (60) (60) 0
Facilities Management/other staffing vacancies (45) (35) (10)

Other running cost variances 43 43 0

Maijor projects capital fee income shortfall 63 63 0
Sub-total 3 23 (20) [ EGEI6
Economic Growth

Staffing vacancies (75) (75) 0

Other running costs 5 5 0
Sub-total (70) (70) 0| EGEI7
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Economic Growth, Environment & P6 P5
Infrastructure Outturn Outturn Period
Business Reason / Area Variance Variance | Movement
(Subjective analysis) (£000’s) (£000’s) (£000’s) Ref
Housing Strategy
Staffing (37) (37) 0
Running costs (16) (17) 1
Sub-total (53) (54) 1| EGEI8
Strategic Planning & Development
Staffing/running costs savings (21) (21) 0
Planning & Building Control
Planning applications income (156) (185) 29
Building Control income shortfall 65 62 3
Staffing including interim support 78 97 (19)
Other running costs 31 23 8
Sub-total 18 (3) 21 | EGEI9
Sub-total Economic Growth & Planning
Portfolio e i) 2
Total Forecast Outturn EGEI Period 6 (292) (290) (2)
Summary Variance Analysis Period 6
All Services Running Total
Savings Staff Costs Income Variance
£000 £000 £000 £000 £000
Period 5 0 (100) (178) (12) (290)
Period 6 0 (133) (133) (26) (292)
Period Movement 0 (33) 45 (14) (2)

ADDITIONAL NOTES ON FORECAST OUTTURN VARIANCES

EGENM - Highways & Network Management - £(0.040)m (favourable)
Income generation of £(0.030)m is included in the budget from moving traffic offences.
This is part of an AGMA initiative to improve safety and traffic flows on major routes
and the project timeline has been re-phased to later in 2015/16.

Running costs are expected to be £(0.025)m under budget over a number of service
areas, which is £0.015m less than last reported. This mainly reflects forecasts of
maintenance costs in highways and street lighting up to the 4t July 2015
commencement date of the One Trafford contract with Amey.
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Staffing is £(0.012)m underspent for the period before the commencement of the One
Trafford contract.

There is additional income above budget of £(0.010)m from the Greater Manchester
Road Access Permit Scheme, which was implemented during 2013/14.

Fee income from technical and consultancy work charged to capital schemes is
projected to be £0.075m below budget due to the timing of capital works up to the
commencement of the One Trafford contract.

Street Lighting energy costs are projected to be £(0.060)m less than budgeted based
on latest projected usage volumes and the contract prices from April 2015.

EGEI2 - Groundforce - £0.066m (adverse)
Staffing, plant, contractor and transport costs are £0.066m overspent relating to the
period up to the commencement of the One Trafford contract.

EGEI3 — Waste Management and Disposal - £0.007m (adverse)

There is an underspend in staffing and contract costs of £(0.013)m for the period prior
to the commencement of the One Trafford contract. Bulky waste and commercial
waste income is £0.010m less than expected for this period.

The latest information from GM Waste Disposal Authority is that the levy cost will be
£0.010m higher than budgeted. This is based on variations in the tonnages of
different waste streams being disposed throughout the year.

EGEI4 - Parking Services — £(0.172)m (favourable)

The approved budget from 2013/14 included assumptions regarding the partial, then
full closure of Oakfield Road car park during the year as part of the regeneration of
Altrincham Town Centre. The re-phasing of the town centre project has resulted in
forecast income being £(0.120)m above budget, which has continued from last year.

Other car parking income is projected to be £0.024m under budget, which includes for
the period of relaxed enforcement shortly after the recent change in prices. There is
a favourable movement in fee income of £(0.052)m from last reported based on latest
forecasts for the year.

The parking enforcement contract and other running costs are expected to be
£(0.071)m underspent.

EGEI5 - Director and Business Support — £(0.050)m (favourable)
There is a forecast underspend on senior management staffing due to vacancies and
on-going restructuring.

EGEI6 — Property and Development - £0.003m (adverse)

Manchester Airport rent is £(0.021)m above budget following notification from
Manchester City Council of new rent levels.
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Fee income from capital and external projects is £0.063m less than budgeted for the
period up to the commencement of the One Trafford contract which reflects the
phasing of capital works.

Administrative building running costs are less than expected across the portfolio by
£(0.060)m. This includes a £(0.053)m underspend relating to the catering concession
at Altrincham Town Hall.

There is a favourable movement of £(0.020)m relating to higher investment property
income £(0.010)m and reduced staff costs due to ongoing vacancies £(0.010)m.

EGEI7 — Economic Growth Team — £(0.070)m (favourable)

There is an underspend in staffing and running costs of the Altrincham Town Team as
service review and potential re-design is implemented in this area.

EGEI8 — Housing Strategy — £(0.053)m (favourable)

Staffing costs are forecast to be £(0.037)m underspent due to secondments, with
running costs including the housing options contract £(0.016)m underspent.

EGEI9 - Planning and Building Control — £0.018m (adverse)

Projected income from planning fees is £(0.156)m higher than budgeted which is a
trend continuing from last financial year. This is an adverse movement of £0.029m
based on latest income forecasts. There is a projected shortfall in income from
building control fees of £0.065m, which is also a continuation of difficult trading
conditions and external competition. The service is reviewing its business plan to
improve its financial position. Both fees are monitored regularly.

There is a projected overspend on staffing of £0.078m which reflects the appointment
of interim staff to cover vacancies and address the resulting capacity issues. These
posts contribute to the achievement of the additional planning income above and is
£(0.019)m less than last reported. The permanent filling of vacant posts will be
addressed by the on-going restructure of the combined Directorate. Running costs
are £0.031m higher than budget, an adverse movement of £0.008m.

EGEI10 — Traded Services (Catering and Cleaning)

There is a net traded surplus forecast for the end of March 2016 of £(0.177)m. This is
£(0.045)m higher than last reported based on latest trading figures. However, the
service manages its costs and income over school terms and academic years rather
than financial years and any surplus at the end of March is earmarked to continue the
investment in the service. This is particularly to improve readiness for the new
academic year in September 2016.
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ANNEX 3

TRAFFORD MBC

Report to: Transformation and Resources Directorate Management
Team

Date: 21 October 2015

Report for: Discussion

Report author: Finance Manager

Report Title

Revenue Budget Monitoring 2015/16 — Period 6 (April 2015 to September 2015)

1.
1.1

1.2

1.3

2.2

2.3

Forecast Outturn for the Year

The approved revenue budget for the year is £17.026m with a forecast outturn of
£16.777m. This results in a projected underspend of £(0.249)m, which is
£(0.138)m higher than last reported. The key variances and movements are shown
in section 2 below and Appendix 1.

The forecast outturn for the Directorate reflects underspends of £(0.380)m on
staffing, due to higher than expected vacancy levels, and £(0.075)m from cost
control on levels of running expenses. Income is also forecast to be £(0.097)m
higher than budgeted. These underspends are partially offset by a reduction in the
planned level of savings of £0.303m.

The Directorate has brought forward balances of £(1.501)m from previous years
(section 3). This will be utilised to support initiatives to reshape Trafford and deliver
future efficiencies and income generation. The balance after known commitments
and the forecast outturn is £(1.273)m.

Summary of Variances

The overall underspend of £(0.249)m reflects a number of individual under and
overspends across the Directorate, with comments on the main variances from
budget and movements from the last report shown below.

Staffing

Forecast staffing costs based on actual and projected vacancies are £(0.380)m less
than budget across the Directorate. Vacancy levels are projected to be
approximately 1.9% higher than assumed in the setting of the 2015/16 budget, and
is a consequence of a delay in appointing to a number of vacancies on some
service restructures. Vacancies are forecast on a post by post basis each month
and the projected underspend has increased by £(0.026)m from the last report.

Running Costs

Overall running costs are forecast to be on target with the budget. This is a result of
cost control across all services. The previously reported underspend has reduced
from £(0.027)m to nil due to minor variations across the Directorate. In addition, a
one-off saving is expected to be realised of £(0.075)m as a result of a settlement of
a claim in relation to supplier performance in ICT where liability has been
acknowledged.
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2.4

2.5

2.6

2.7

2.8

2.9

3.2

Savings

The projected £0.303m shortfall in savings relates to Library Service and ICT
proposals for 2015/16 of £0.154m and £0.149m respectively. The ICT saving
shortfall is £0.020m higher than last reported due to revised phasing of
procurement projects. Further details are listed below in paragraph 4.

Income

The £(0.097)m from additional external income is a net figure. This includes a
£0.077m shortfall from CCTV services, which is £0.005m higher than projected last
month. Work is on-going to redesign the CCTV service delivery model which will
address the budget pressure, which has been continued from 2014/15, and will
deliver sustainable benefits going forward.

Income relating to legal costs charged to capital schemes is also £0.022m les than
budgeted. This is affected by external factors and levels of staff vacancies, and the
aim is to mitigate the shortfall in line with budget for the remainder of the year.

There is a £0.050m shortfall in budgeted Council tax liability order income. This
income reduces as council tax collection rates improve but is offset in the Council’s
separate Collection Fund account. It is proposed to realign this budget from
2016/17 through the Medium Term Financial Plan.

The income shortfalls are offset in the main by £(0.135)m of additional income from
grants in the Revenues and Benefits Service. The Revenue and Benefits Service
has had a number of grants awarded in-year and rolled forward from 2014/15 to
support spending, leading to increased levels than budgeted at the start of the year.
This is £(0.082)m higher than last reported based on latest forecasts of
commitments against these grants for the current year.

Additional income is also included relating to events and advertising £(0.023)m and
Human Resources traded activities £(0.038)m, which is £(0.036)m higher than last
reported. Income across a number of other service areas is £(0.050)m above
budget, including a one-off £(0.020)m in ICT rolled forward from 2014/15.

Reserves

At the end of 2014/15 the Directorate had a surplus of £(1.501)m in its reserve,
which has been carried forward to 2015/16. This was a result of the successful
management of the budget in previous years.

The remaining balance on the T&R Directorate Reserve after the forecast outturn
for 2015/16, future known commitments and re-phasing of projects is £(1.273)m
(table below). The T&R Reserve will be utilised on initiatives and project based
activity in support of Reshaping Trafford and also to generate future savings and
income generation. Commitments will be underpinned by business cases and will
be reviewed each month as the financial year progresses.

Utilisation of Carry forward Reserve 2015/16 (£000’s)
T&R Surplus balance brought forward at 1 April 2015 (1,501)
Commitments 2015/16 477

Period 6 forecast outturn (favourable) (249)
Balance after known commitments (1,273)
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4.2

Savings

The T&R budget for 2015/16 includes savings of £(2.848)m. This originally included
£0.550m in respect of the libraries rationalisation but this figure was revised down
by £0.050m when the outcome of the second phase of consultation was reported to
Executive in March 2015. This reduction has been met from savings in the Treasury
Management budget as a consequence of rephasing of the capital programme in
2014/15. The updated T&R savings target for 2015/16 is therefore £(2.798)m and
actual savings of £(2.556)m are forecast to be achieved with £0.242m of savings
re-phased and £0.061m requiring alternative solutions.

Savings

Shortfall
Saving Description (£000’s)
Libraries re-phased saving (a) 154
ICT re-phased procurement savings (b) 88
ICT savings not able to be realised (b) 61
Total 303

The shortfall in savings delivery is reflected in the forecast outturn and are
summarised below:

(a) Libraries — an overall £(0.500)m saving is included in the approved revenue

budget. This includes both staffing and property cost reductions. Due to
additional consultations and re-phasing of delivery plans, £(0.346)m is expected
to be achieved in 2015/16. This gives a shortfall of £0.154m in-year, with the full
year saving to be delivered in full during 2016/17.

The £0.154m shortfall relates to a delay in the closure of libraries (Bowfell,
Davyhulme and Lostock, the redevelopment of Hale and Timperley Libraries)
and changes to in-year delivery at Coppice as part of the consultation process.
The shortfall is £(0.010)m lower than last reported due to revised forecasts of
staffing costs.

Whilst the delay in implementing some library changes has impacted on savings
overall there are significant benefits to the Council in terms of the final proposals
agreed. With redevelopment of a number of sites to include residential dwellings
which will attract new homes bonus, council tax and a capital receipt.

(b) ICT savings of £(0.750)m are included in the approved budget. This includes

staffing and contract procurement reductions. Savings of £(0.601)m are
forecast to be achieved in 2015/16; a shortfall of £0.149m as follows:

e £0.088m relates to procurement processes which have taken longer than
planned. This is £0.020m higher than last reported due to re-phasing of
this work.

e Savings of £0.061m will not be achieved following a further technical
assessment of individual proposals. This relates mainly to the installation
of new back up arrangements where realisation of the saving is now
unlikely and alternative measures are being sought.

The primary mitigation to address these shortfalls is via a review of all ICT Third
Party spend (c. £1.8m). Work has commenced with Procurement to review all
contracts with the aim of aggregating the spend with fewer or single suppliers.
At this stage Procurement are market testing to determine the market appetite
to undertake what is essentially infrastructure and software support &
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4.3

6.1

maintenance as a single supplier. SAP and AGMA contracts may be out of
scope due to the nature of existing commercial arrangements and the current
WAN (network) service is being retendered in October 2015.

The shortfall in savings against budget is forecast to be fully mitigated by in year net
underspends from the management and monitoring of the whole Directorate budget
(e.g. through vacancies, running costs, income generation).

Forecasting and Risk
The key assumptions and areas of risk in the forecast outturn are:
» Court costs and Barrister fees are volatile, with the quantity of cases being

determined in-year and the costs of the individual cases being highly variable.

» The approved budget and forecasts include assumptions around staff turnover
and vacancies — this is approximately 3.5% of the staffing costs on average.
The actual level and timing of vacancies is difficult to predict on a service by
service basis but trends from recent years indicate overall underspend
projections will increase as the year progresses.

» External income can relate to external factors which are difficult to predict, such
as customer behaviour, and can also be affected by unexpected changes in
levels of staff vacancies.

Recommendations

It is recommended that the forecast outturn be noted.
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Period 6 Forecast Outturn revenue expenditure and income variances.

The following tables detail the main variances from the revenue budget to the forecast outturn, and the movements since the last monitoring

report, in both Management Accounts (“Budget Book”) format and by cause or area of impact of the variance.

Appendix 1

Transformation and Resources Budget Book Full Year P6 Forecast | P6 Forecast | P5 Forecast Period
Format Budget Outturn Variance Variance Movement
(Objective analysis) (£000’s) (£000’s) (£000’s) (£000’s) (£000’s)
Legal and Democratic Services 2,555 2,466 (89) (51) (38)
Access Trafford 2,534 2,642 108 95 13
ICT Services 2,040 2,077 37 31 6
Communications 232 158 (74) (74) 0
Finance Services 4,433 4,258 (175) (122) (53)
| Partnerships and Communities 1,536 1,611 75 91 (16)
op Culture and Sport 1,162 1,167 5 4 1
Human Resources 1,980 1,844 (136) (85) (51)
HrExecutive 361 361 0 0 0
s Transformation 193 193 0 0 0
Total Forecast Outturn Period 6 17,026 16,777 (249) (111) (138)
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Transformation and Resources P6 Outturn | P5 Outturn Period
Business Reason / Area Variance Variance Movement
(Subjective analysis) (£000’s) (£000’s) (£000’s)
Legal and Democratic Services

Staff vacancies net of agency costs (100) (86) (14)
Other running costs 14 14 0
Fee income from capital schemes - shortfall 22 22 0
Income shortfall — land charges 0 9 (9)
Additional income — StaR Procurement (4) (4) 0
Other income (21) (6) (15)
Sub-total (89) (51) (38)
Access Trafford

Re-phased Library savings 154 154 0
Staff vacancies — contact centre (46) (59) 13
Sub-total 108 95 13
ICT Services

Re-phased savings — contact procurement 88 68 20
Other savings shortfall 61 61 0
Staff vacancies (25) (19) (6)
One-off contract refund (75) (75) 0
Other running costs 8 4) 12
Income (one-off) (20) 0 (20)
Sub-total 37 31 6
Communications

Staffing and running costs (51) (51) 0
Events and advertising income (23) (23) 0
Sub-total (74) (74) 0
Finance Services

Staff vacancies (118) (133) 15
Other running costs 28 14 14
Government Grants — Revenue and Benefits (135) (53) (82)
Council tax liability order income - shortfall 50 50 0
Sub-total (175) (122) (53)
Partnerships and Communities

CCTV income shortfall 77 72 5
Staff costs 7 26 (19)
Running costs 1 0 1
Other income (10) (7) (3)
Sub-total 75 91 (16)
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Transformation and Resources P6 Outturn | P5 Outturn Period
Business Reason / Area Variance Variance Movement
(Subjective analysis) (£000’s) (£000’s) (£000’s)
Culture and Support
Minor income shortfall 5 4 1
Sub-total 5 4 1
Human Resources
Staff vacancies (98) (83) (15)
External agency income above target (38) (2) (36)
Sub-total (136) (85) (51)
Total Forecast Outturn T&R Period 6 (249) (111) (138)
Summary Variance Analysis Period 6
All Services Running Total
Savings Staff Costs Income Variance

£000 £000 £000 £000 £000
Period 5 283 (354) (102) 62 (111)
Period 6 303 (380) (75) (97) (249)
Period Movement 20 (26) 27 (159) (138)
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ANNEX 4
TRAFFORD COUNCIL

Report to: Director of Finance

Date: 21 October 2015

Report for: Information

Report author: Interim Head of Financial Management
Report Title

Revenue Budget Monitoring 2015/16 — Period 6 Outturn - Council-wide Budgets
(April 2015 to September 2015 inclusive)

1 Outturn Forecast

1.1 The current approved revenue budget for the year is £23.742m. The outturn
forecast is £22.866m, which is £(0.876)m under the budget, a favourable
movement of £(0.071)m since the last report.

1.2  Appendix 1 details by variance area the projected outturn as compared to the
approved revenue budget, with the main variances being;

» Treasury Management: £(0.648)m relating to Manchester Airport Group
(MAG) dividend received above budget, £(0.117)m increased investment
interest from favourable cash flows, an improvement of £(0.083)m since
last month, and a reduction in loan interest payable of £(0.011)m.

> Business Rates - favourable impact on the Council-wide budget,
£(0.121)m, a favourable movement of £(0.103)m since the last report (see
paragraphs 13 to 14 of the covering report);

» Housing and Council Tax Benefits overpayment recovery net variance of
£(0.007)m, an adverse movement of £0.115m since last month;

» Members expenses — full year effect of the savings as a result of changes
to the Members Allowances Scheme in September 2014, £(0.036)m and
the new Government pension regulations which came into effect on 1
April 2014, £(0.014)m;

» Coroners and Mortuary fees are higher than previously anticipated due
mainly to higher numbers of inquests, £0.079m, partly offset by the full
use of the earmarked reserve of £(0.037)m;

» Costs of the 2016/17 Budget Consultation exercise are estimated at
£0.050m;

» The 2015/16 saving for the Old Car Lease scheme will be overachieved,
£(0.030)m

» Other minor variances of £0.016m.
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Service carry-forward reserve

Council-wide budgets do not have their own carry forward reserve, and the
above underspend will be transferred to the General Reserve, as detailed in
the summary report.

Savings

The Council-wide budget for 2015/16 originally included savings of £(0.310)m.
This figure was increased by £(0.050)m to counter balance the shortfall in
library savings (as approved by the Executive in March 2016). The updated
Council-wide savings target for 2015/16 is therefore £(0.360)m and actual

savings of £(0.390)m are shown below;

2015/16

Revised

Savings | Forecast

Target Saving | Variance

£000’s £000’s £000’s
Council-wide Base Budget
Savings 2015/16
Old Car Lease Scheme (68) (98) (30)
Discretionary Rate Relief to (152) (152) -
Collection Fund
Member's Allowances budget (35) (35) -
External Audit Savings (55) (55) -
Treasury Management savings * (50) (50) -
Total (360) (390) (30)

* This additional target has already been met from savings in the Treasury
Management budget as a consequence of rephasing of the capital
programme in 2014/15.

Forecasting and Risk

This forecast has been based on six months of actual activity. The activity
covered by Council-wide budgets is varied, and the key assumptions in the
September forecast are:

» Average investment rates will be 0.7% with a cash flow of £89m.

» £5m of funds were invested on 29 September 2015 for a minimum period
of 5yrs in the Church Commissioners Local Authority Property fund which
is forecasted to generate annual returns of between 4% to 5%.

» There will be no further Airport dividend.

» The £20m Royal Bank of Scotland variable loan will be 7.0%. There is a
smoothing reserve to mitigate large variations from this assumption.

» Contingency budgets for doubtful debts and the costs of re-organisation
following the implementation of budget and other savings will be sufficient.
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4.2

There is a contingency reserve for re-organisation costs should budgets
prove insufficient.

» Council error in the award of housing benefit will be within threshold limits,
and recovery of benefit overpayments will continue at previous activity
levels.

» The in-year increase for the provision for bad and doubtful debts will be in
line with budget.

The original budget for 2015/16 included a one off allowance of £0.700m as a
general contingency to cushion against possible slippage in the delivery of the
significant savings programme in 2015/16. The budget will be released during
the year, with the approval of the Director of Finance, to alleviate any
unforeseen slippage. The original budget was held within Council-wide and for
the purposes of budget monitoring has been assumed to be fully committed.
However to date, £0.085m has been released to cover budget pressures
regarding Market Management and £0.055m for Gorse Hill Studios, leaving
an unallocated balance of £0.560m.
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Period 6 Outturn revenue expenditure and income variances

The following tables detail the main variances from the revenue budget to the forecasted outturn, and the movements since the last

Appendix 1

monitoring report, in both Management Accounts (“Budget Book”) format and by cause or area of impact of the variance.

Full Year P6 Forecast | P6 Outturn P5 Outturn Period
Budget Book Format Budget Outturn variance variance Movement
(Objective analysis) (£000’s) (£000’s) (£000’s) (£000’s) (£000’s) Ref
Finance Portfolio
Precepts, Levies & Subscriptions 17,720 17,761 41 41 C-W5
Provisions (bad debts & pensions) 2,480 2,500 20 20 C-W6
Treasury Management 7,869 7,093 (776) (693) (83) C-W1
Insurance 875 875 0 0
Members Expenses 904 854 (50) (50) C-W2
Grants (6,645) (6,640) 5 5
Business Rates 350 229 (121) (18) (103) | C-W3
Other Centrally held budgets 189 194 5 (110) 115 C-W4
Total 23,742 22,866 (876) (805) (71)
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P6 Outturn P5 Outturn Period
Business Reason / Area variance variance Movement
(Subjective analysis) (£000’s) (£000’s) (£000’s) Ref
Treasury Management:
- MAG Dividend (648) (648) C-W1
- Investment Income (117) (34) (83) | C-W1
- Debt Management (11) (11) C-w1
Members Allowances (50) (50) C-W2
Business Rates (121) (18) (103) | C-W3
Housing & Council Tax benefits (7) (122) 115 | C-W4
Council Tax compensation grant 5 5
Payment Card Industry (PCI) compliance 2 2 C-W4
VAT claims - legal fees 10 10 C-w4
Flood Defence levy (8) (8) C-W5
Subscriptions 7 7 C-W5
Coroners & Mortuary fees 42 42 C-W5
Budget Consultation 50 50 C-W6
Old Car Leasing Scheme saving (30) (30) C-W6
Total (876) (805) (71)
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NOTES ON PROJECTED VARIANCES

C-W1 — Treasury Management - £(0.776)m (favourable), £(0.083)m favourable
movement

Investments — £(0.765)m
This additional income has been created as a result of:

¢ the dividend received from Manchester Airport Group (MAG) of £(2.0)m, which
is £(0.648)m above budget;

¢ a favourable increase in cash flow, generating £(0.034)m of additional
investment income, primarily due to capital programme rephasing and grant
monies received ahead of schedule;

e £5m of funds were invested on 29 September 2015 for a minimum period of
5yrs in the Church Commissioners Local Authority Property fund which is
forecasted to generate annual returns of between 4% and 5%, equivalent to
additional investment income above budget of £(0.083)m.

Debt — £(0.011)m
Lower than anticipated loan interest payable £(0.011)m.

C-W2 — Members Expenses - £(0.050)m (favourable), £nil movement

Changes to the Members Allowances Scheme were approved at the Council meeting
on 17 September 2014 following a report from the Independent Remuneration Panel
(IRP). The changes have generated annual savings of approximately £(0.036)m.

Government legislation, effective from 1 April 2014, has removed the access to a
Local Government Pension Scheme for Councillors. This is on a phased basis and will
be applied to those Councillors re-elected in the May local elections over 3 years. The
budget saving in 2015/16 will be £(0.014)m.

C-W3 - Business Rates - £(0.121)m (favourable), £(0.103)m favourable
movement

See notes and table in paragraphs 13 to 14 in the covering report.

C-W4 — Other Centrally held budgets - £0.005m (adverse), £0.115m adverse
movement

e Housing & Council Tax Benefits - £(0.007)m
The Council Tax Benefit Scheme ceased in 2013 and was replaced by the
Council Tax Support Scheme. Any recovery of overpaid Council Tax Benefit
from previous years is retained by the Council and the outturn for 2015/16 is
£(0.022)m. The credit from the recovery of overpaid Council Tax Benéefit is
difficult to predict and will eventually taper off.

There is a net variance of £0.015m within the Housing Benefit budget, as a
consequence of a reduction in the net amount of Housing Benefit being paid
out. This is an adverse movement of £0.122m since the last period. The
Council has increased its activities relating to identifying fraudulent Housing
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Benefit applications and as a consequence has identified a larger number of
cases where claimants have understated their earnings. Too much housing
benefit has been paid and this has subsequently resulted in a loss of subsidy to
the Council. Steps are currently being taken to recover these overpayments,
however projections of amounts being recouped are not updated until there is
evidence to support actual cash being received.

e Other minor variances £0.012m.
C-WS5 - Precepts, Levies & Subscriptions - £0.041m (adverse), £nil movement

e Coroners & Mortuary fees - £0.042m
The cost of the Coroners service, which is shared between Stockport, Trafford
and Tameside Councils, has increased significantly due to the following factors:

» Increasing volume of inquests, resulting in the need for an additional
court and hence an increase in associated costs;

» Deprivation of Liberty status (DOLS) is placing a further demand on the
number of inquests. All DOLS cases deaths require an inquest;

» Pressures from increasing costs of toxicology and transport;

» Extra demands placed on the service from disclosure of information
requests.

The additional costs for Trafford in 2015/16 are £0.079m and have been partly

offset by the use of the earmarked reserve of £(0.037)m, which was specifically
set up for such an eventuality. Also, the impact of these additional costs in the

future have been included in the Medium Term Financial Plan.

e Other minor variances £(0.001)m.

C-W6 — Provisions - £0.020m (adverse), £nil movement

e 2016/17 Budget Consultation — the estimated costs of employing an
independent company to oversee the budget consultation process, £0.050m;

e The 2015/16 saving from the Old Car Lease scheme will be overachieved due
to employees leaving the scheme earlier than anticipated, £(0.030)m.
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Agenda Item 11

TRAFFORD COUNCIL

Report to: Accounts and Audit Committee
Date: 25 November 2015

Report for: Information

Report of: Audit and Assurance Manager
Report Title

Accounts and Audit Committee — Work Programme — 2015/16

Summary

This report sets out the updated work plan for the Committee for the 2015/16
municipal year.

It outlines areas to be considered by the Committee at each of its meetings,
over the period of the year. The work programme helps to ensure that the
Committee meets its responsibilities under its terms of reference and maintains
focus on key issues and priorities as defined by the Committee.

The work programme is flexible and can have items added or rescheduled if
this ensures that the Committee best meets its responsibilities.

Recommendation

The Accounts and Audit Committee is asked to note the 2015/16 work
programme.

Contact person for access to background papers and further information:

Name: Mark Foster — Audit and Assurance Manager
Extension: 1323

Background Papers: None

Accounts and Audit Committee Work Plan 2015/ 1?) (Nove 015)
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Committee Areas of Responsibility of the Committee
Meeting Dates Internal Audit External Audit Risk Management | Governance (including Anti- Fraud & Accounts / Financial
Annual Governance Corruption Management
Statement) Arrangements
30 June 2015 Agree Committee’s Work Programme for 2015/16 (including consideration of training and development — Proposed training on procurement/contracts
issues to be held during the year).
Training & Development/Presentations (June) -  Draft accounts (provided outside Committee)
- School Funding
- 2014/15 Annual - Audit Progress - Review 2014/15 draft - Pre-audited 2014/15
Internal Audit Report | Report Annual Governance accounts
Statement -Treasury
- Accounts and Audit Management update
Committee 2014/15 (including Annual
ny) Annual Report to Council Performance Report
g 2014/15)
D - Insurance
= Performance Report
N 2014/15.
24 September
2015 - Q1 Internal Audit - Audit Findings - Strategic Risk - 2014/15 Annual - Benefit Fraud - Approval of Annual
Monitoring Report Report Register Monitoring | Governance Statement Investigation 2014/15 Statement of Accounts
Report (final version) Annual Report / Single | 2014/15
- Budget Monitoring Action | Fraud Investigation - Budget Monitoring
Plan Update Service update. Report.

Accounts and Audit Committee Work Plan 2015/16

(November 2015)




Committee

Areas of Responsibility of the Committee

Sector Internal Audit

Standards update

Report

in respect of 2014/15
governance issues.

Fraud Initiative update

Meeting Dates Internal Audit External Audit Risk Management | Governance (Including Anti- Fraud & Accounts/Financial
Annual Governance Corruption Management
Statement) Arrangements
25 November Presentation on Budget monitoring (provided outside Committee)
2015 - Q2 Internal Audit - Annual Audit Letter - Consider improvement - Treasury
monitoring report - Audit Update actions taken in 2015/16 Management : mid-
in respect of 2014/15 year performance
governance issues : report
Leisure Services - Treasury
Management Strategy
(Review of Minimum
Revenue Provision).
- Budget Monitoring
o Report.
Q - Procurement update
Q (STaR Shared
@ Procurement Service)
H
N
- fFebruary 2016
- Q3 Internal Audit - Audit Update - Report on arrangements - Treasury
monitoring report (including Grant for 2015/16 Annual Management Strategy
Claims summary) Governance Statement - Budget Monitoring
- Consider improvement Report
actions taken in 2015/16
in respect of 2014/15
governance issues.
22 March 2016
- 2016/17 Internal - Audit Update - Strategic Risk - Consider improvement | - Anti Fraud & - Budget Monitoring
Audit Plan / Public - Audit Plan Register Monitoring | actions taken in 2015/16 | Corruption / National Report.

Accounts and Audit Committee Work Plan 2015/16

(November 2015)
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Accounts and Audit Committee Work Plan 2015/16

(November 2015)
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